Early Action by Congress Planned 
for McFadden Bill 


By REUBEN A. LEWIS, JR. 


-Accord on Branch Banking Issue Reached by All Groups of 
Bankers at the Chicago Convention Paves Way for Favorable 
Consideration of Proposed Legislation to Modernize National 
Washington Optimistic Over Prospect for Passage. 


Bank Act. 


N early move will be made at the 
approaching session of Congress to 
have the amended McFadden bill, 
modernizing the National Bank 

Act and giving force to the accord reached 
by all groups of bankers on the vexing 
branch banking issue, made a Federal law. 

Louis T. McFadden, chairman of the 
House of Representatives Committee on 
Banking and Currency, announces that he 
is prepared to press for immediate consid- 
eration of the bill, which he sponsored at 
the last session of the Congress. In his 
opinion the action of the American Bankers 
Association at the Chicago convention, in 
finding a solution for the branch banking 
issue acceptable to all groups of bankers, 
removed the one big obstacle that stood 
as a barrier in the way of this proposed 
legislation. 

“There is now every reason to expect the 
passage of the bill within a reasonable time 
after Congress reconvenes,” Representative 
McFadden said. “The unanimity that 
marked the action of the American Bank- 
ers Association augurs well for the amended 
measure, when it comes up for considera- 
tion on the floor of the House of Repre- 
sentatives. With all of the influence of the 
Association behind the bill and all groups 
—national banks, state banks and trust com- 
panies—agreeable to the suggested provi- 
sions for curbing branch banking, the pros- 
pect for favorable action is greatly en- 
hanced.” 

All of the preliminaries necessary to 
permit action shortly after Congress re- 
convenes on Dec. 2 have been conducted. 


Congress—it may be recalled—did not ad- 
journ in June. It merely took a recess. And 
at that time the McFadden bill had passed 
through the successive steps necessary to 
bring it up before the House of Representa- 
tives for legislative consideration. It had 
been introduced by its sponsor, referred to 
the Banking and Currency Committee, been 
the subject of extended hearings and had 
emerged from the cloister of the commit- 
tee rooms to the floor of the lower house 
of Congress fortified by a favorable report. 
The bill had been placed upon the calen- 
dar, and by the action and assent of the 
powerful Rules Committee, it had been 
scheduled for early consideration. A rule, 
entitling Representative McFadden to bring 
the proposed legislation up for consideration 
and a vote after three hours of debate, had 
been issued. When the Congress recessed, 
therefore, the sponsors of the measure, carry- 
ing provisions for a number of changes in 
some of the antiquated sections of the Na- 
tional Bank Act, had maneuvered the bill 
into a position where it was slated for 
immediate consideration. 

So, when Congress resumes its sessions 
in December, the McFadden bill, by this 
fortuitous circumstance, will have a prefer- 
ential position. The rule granted before the 
recess will remain in force, and only the 
action of the Steering Committee, which 
is composed of the administration leaders in 
the lower house, will be necessary to direct 
the bill to a vote. 

In the Senate the situation is just as 
hopeful. Following the action of the Ameri- 
can Bankers Association in convention at 
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Chicago, Senator George Wharton Pepper, 
who, in an address at the convention, made 
an analysis of the McFadden bill, expressed 
the opinion that the reaching of an accord 
by the bankers on the vexing branch banking 
problem ought to smooth the way for leg- 
islative action by Congress to give effect to 
this settlement. 

While the Hull amendment—granting na- 
tional banks the relief they seek and still 
guaranteeing the preservation of the inde- 
pendent banking system by effectively cur- 
tailing the further expansion of branch 
banking—must be added to the McFadden 
bill, the sponsor of the measure plans to 
have all contemplated amendments offered 
from the floor of the House. This step 
will obviate the necessity of sending the bill 
back to the committee for reconsideration 
and thus subjecting it to further possible 
delays. The plan of action anticipates no 
lost motion, Mr. McFadden states quite can- 
didly. 

It was the opposition to the branch bank- 
ing sections of the McFadden bill at the 
last session, coupled with the feeling that 
it would be inadvisable for the House to 
pass a bill for the relief of banks at a 
time when no legislation was enacted to re- 
lieve the farmer, that blocked a vote on the 
measure. The most influential members of 
Congress come from the small communities, 
and from the practical viewpoint it has long 
been recognized as virtually -impossible to 
force any legislation through that is inimi- 
cal to the interests of the country bankers. 
Reflecting the views of the small town 
bankers who feared that they would be ex- 
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terminated if the large city banks were 
ever granted the right to engage in unlim- 
ited branch banking, this large group of 
Congressmen was so strongly opposed to 
branch banking in any form that the spon- 
sors of the McFadden bill ran into consid- 
erable resistance—although the McFadden 
bill was designed to curb branch banking 
rather than to promote it. 

The McFadden bill sought to place the 
national bank on a parity with the state 
chartered institution by stipulating that, in 
states where banks chartered under their 
laws were granted a franchise to establish 
branches, national banks should receive the 
right to do the same within the corporate 
limits of cities. To assure the country bank- 
ers that they need not fear competition from 
the large city banks, it was clearly stated 
that in cities of less than 25,000 population 
no branch could be established even though 
state banks had branches. Cities between 
25,000 and 50,000 were limited to a single 
branch, while cities having a population from 
50,000 to 100,000 were restricted to two 
branches. The approval of the Comptroller 
of the Currency was required in all cases 
before any national bank should be permitted 
to set up a branch. 


Giving Up Branches 


fee make it impossible for a state bank, 
with an expansive chain of branches, to 
join the Federal Reserve System, the Mc- 
Fadden bill stipulated that no state bank 
could come into the system unless it relin- 
quished all branches in operation beyond the 
city limits of the municipality in which its 
main office was located. It forbade mem- 
bers of the Federal Reserve System from 
setting up branches beyond the corporate 
limits and placed the same limitation of 
number of branches in cities ranging from 
25,000 to 100,000 population. The proposed 
changes in the Federal Reserve Act were 
not wholly acceptable to the members of 
the Federal Reserve Board, who, desirous 
of attracting many eligible state banks to 
join the system, feared that this step might 
permanently keep their resources outside the 
system. In the Senate the Pepper bill— 
otherwise identical with the McFadden bill 
—altered this provision by specifying that 
state banks and trust companies might bring 
with them any state-wide branch that they 
had established before the approval of the 
law. Later Senator Pepper sponsored an 
amendment making it unnecessary for a 
member bank to get the approval of the Fed- 
eral Reserve Board for the establishment of 
a branch within the corporate limits of cities 
in branch-banking states. This amendment 
was understood to have been urged by Sen- 
ator Carter Glass of Virginia, one of the 
principal authors of the Federal Reserve 
Act, who maintained that Congress did not 
intend to invest the Board with this power. 


The Peace Move 


To one stroke that brought about peace 
among the bankers, with respect to branch 
banking, was the Hull amendment, introduced 
in the House during the last session by Rep- 
resentative Hull of Illinois. It prohibits na- 
tional banks from hereafter establishing a 
branch in any state which does not now, 
by law or regulation, authorize branches 
of state banks, even if the state should 


hereafter grant this right to its own banks. 

It goes further than the original bill in 
restricting banks applying for membership 
in the Federal Reserve System, stipulating 
that not only may no state bank bring 
into the system any branches located out- 
side of the corporate limits, but they may 


not establish city-wide branches in states 


where the privilege is not extended to state 
banks or where the laws are not silent with 
reference to this authority. 

The objective of the bankers opposed to 
branch banking is to confine the practice to 
its present limits. It is insisted that the 
amended bill will effectively check the branch 
banking because, if a movement should be 
started in any state to legalize branch bank- 
ing on the part of state-chartered institu- 
tions, the national banks would immediately 
align their forces to abort it, because they 
would be barred from exercising this right 
even if the state banks should be empowered 
to open branches. State bank members of 
the Federal Reserve System would join the 
alliance in opposition to the movement, be- 
cause they would know they could not avail 
themselves of the privilege without leaving 
the system. 


Three Dark Spots 


HERE are just two or three dark spots 

on the legislative horizon at Washington. 
It is possible that the champions of state 
right may be antagonized by the Federal 
legislation, which might be interpreted as 
denying full freedom of action to the states 
in declaring that regardless of future action 
by the states, no national bank or state bank 
member of the Federal Reserve System 
shall be permitted to engage in branch bank- 
ing. While the sponsors of the McFadden 
bill frankly concede that the measure might 
go through without arousing the members 
of Congress, who have so zealously advo- 
cated the preservation of the full exercise 
of state rights, it is not beyond the realms 
of probabilities that some votes will be cast 
against the bill because it would impair even 
in the slightest measure the exercise of state 
rights. 

The attitude of the progressives is one of 
the uncertain elements. At the last session 
Representatives John M. Nelson and Henry 
Allen Cooper, followers of La Follette from 
the state of Wisconsin, opposed the Mc- 
Fadden bill, declaring that they were against 
branch banking in any form. Some of the 
other progressives were credited with sharing 
their views. However, now that the Ameri- 
can Bankers Association, composed of bank- 
ers of all groups, has gone on record unani- 
mously as favoring the bill in its amended 
form, it is hoped that the opposition of the 
progressives will disappear and the mem- 
bers of all parties will get behind the measure 
and put it through for the good of all bank- 
ing. 

The Federal Reserve Board, as is widely 
known, has been divided on the question of 
branch banking. The members of the past 
have been firmly opposed to Congress taking 
any action which will tend to make it more 
difficult for the Federal Reserve System to 
gain the membership of the powerful state 
banking groups. The Board further wants 
to avoid any situation where, by dint of re- 
strictions applicable to state bank members 
of the Federal Reserve System, and not 
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applying to state banks that are outside of 
the system, competition will force the state 
bank members to give up their charters to 
cope with the state banks that remain aloof. 


Crissinger Approves Bill 


OVERNOR D. R. CRISSINGER, it 
may be stated authoritatively, person- 
ally has no objection to the bill with 
the Hull amendment. The Governor, al- 
though steadfastly opposed to the theory of 
branch banking, asserts that a practical sit- 
uation must be met. For this reason, when 
he was Comptroller of the Currency, he rec- 
ommended that national banks be placed on 
a parity with state banks in those states that 
permitted branch banking by giving them 
the same rights. At the same time, Gov- 
ernor Crissinger entertains the hope that 
Congress will not make it difficult for 
the Federal Reserve System to retain the 
state banks, which are now members of 
the system, by placing restrictions on them 
that will not apply to other state banks. 
Henry M. Dawes, Comptroller of the Cur- 
rency, worked zealously for the passage of 
the McFadden bill at the last session of 
Congress. While he considers it imperative 
—if the national banking system is to sur- 
vive—for Congress to act to afford relief 
for the national banks, the Comptroller is 
of the opinion that the banks must take 
into their own hands the matter of impress- 
ing members of Congress with the urgency 
of the situation. Like Governor Crissinger, 
the Comptroller is opposed to the principle 
of branch banking and would wipe the sys- 
tem out of existence, if he could do so, but, 
knowing that this is practically impossible, 
he thinks the most sensible course is to take 
the only available alternative—restrict it to 
its present limits. 

Vice-Governor Platt favors unlimited 
state-wide branch banking. Dr. Adolph C. 
Miller and Charles S. Hamlin, by their 
votes, have indicated that they are in favor 
of branch banking to a less extensive degree. 
At the other end George R. James and 
Edwin H. Cunningham, the newer members 
of the Federal Reserve Board, have stead- 
fastly opposed the extension of branch bank- 
ing. Naturally Congress is affected, to a 
certain extent, by the views of the members 
of the Federal Reserve Board, and there 
apparently is no chance of the members pre- 
senting a unanimous report with respect to 
this proposed legislation. 


The Platt View 


ICE-GOVERNOR PLATT insists that 
branch banking conforms with the most 
advanced banking practices and that, whether 
Congress passes the McFadden bill or not, 
branch banking, if it is a good thing for 
the country, will continue to grow. Pointing 
to Maryland—where state-wide branch bank- 
ing may be engaged in—as an example, Mr. 
Platt recites that in that state the big city 
banks have not extended their operations 
to the small centers and driven the small 
independent banks out of business. None 
of the large Baltimore banks has a branch 
outside of the city, he states. There. is 
nothing to show that the experience of Cali- 
fornia with branch banks has had a detri- 
mental influence upon the state, Mr. Platt 
further insists. 
Vice-Governor 


Platt, whose views on 
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branch banking are widely known, argues 
that there can be greater mobility of cred- 
its, more safety for the depositors in the 
smaller places and greater service to the 
communities, conducted at a lower rate of 
interest than through the small, independent 
bank. 

The outstanding obstacle that the advo- 
cates of the revised McFadden bill have fac- 
ing them is the opposition that grows out 
of the fear that the enactment of the bill 
will make it more difficult for state banks, 
especially those with existing branches, to 
come into the Federal Reserve System. It 
is argued that if state member banks are 
barred from maintaining branches outside 
of the corporate limits while the other state 
banks are given a free hand in the setting 
up of branches, the present members may 
have to withdraw to meet this competition. 
Representative McFadden concedes that this 
objection may be made against the proposed 
legislation, but hopefully expresses the opin- 
ion that the strong points of the bill so far 
outweigh the other features that a large 
majority may be mustered to override the 
views of the dissenters. 

Should there be further delay in meeting 
the branch banking issue, the national banks 
will find themselves in a critical position, Mr. 
McFadden asserts. Since the Attorney Gen- 
eral of the United States handed down the 
opinion that the Comptroller of the Cur- 
rency could authorize the establishment of 
additional offices by the national banks lo- 
cated in states permitting branch banking, 
the Comptroller has approved the opening 
of more than 100 additional offices. There 
are now more than 180 additional offices of 
national banks in existence, Representative 
McFadden has been advised. From the time 
of the ruling, doubt has been expressed as 
to the legality of national banks having ad- 
ditional offices, but owing to the imminence 
of Congressional legislation on this point, 
and the decisions of the Supreme Court 
dealing with branch banking, the matter has 
not been taken into the courts. 


Chaos Through Inaction 


URTHER chaos would be added to the 

situation should the Congress not act 
soon, the Chairman of the House Banking 
and Currency Committee asserts. It is his 
opinion that the additional offices are not 
legal under the present laws. Should the 
courts hold this true, national banks, which 
have opened up additional offices, will have 
either to liquidate them, reorganize them as 
additional banks or leave the national bank 
system to maintain the additional offices as 
units of a single banking system. If the 
McFadden bill becomes a law, this angle of 
the banking problem would meet with solu- 
tion also. 

During the recess of Congress Mr. Mc- 
Fadden went to California and made a first- 
hand investigation of the branch banking 
situation there. He came to the conclusion 
that branch banking in the form practiced 
in California might prove highly unsatisfac- 
tory in one-third of the other states, due to 
the variance in the degree of banking super- 
vision and other factors that enter into the 
situation. Even in California, Mr. McFad- 
den asserts that the Federal Reserve Board 
can ill afford to delay in making a simul- 
taneous examination of the banks, which 


have a network of branches all over the 
states. Without questioning in the slight- 
est degree the soundness of the banks or 
considering any phases of their operations, it 
is his conclusion that the board should pro- 
ceed without further delay in examining 
them, assessing the cost against the banks 
as provided in the law. Should there be a 
failure of one of the large banks with 
their chain of branches, the Federal Re- 
serve System and banks throughout the coun- 
try would suffer from the ensuing loss of 
confidence, Mr. McFadden contends. 


How Pepper Sees It 


ENATOR PEPPER, who promises to 

take a major rdle in the Senate during 
the consideration of banking legislation, 
thinks the issue should be approached in 
such a way as to reconcile particular inter- 
ests with the general good. His study of 
the problem has convinced him that nothing 
should be done to hinder the free develop- 
ment of the country and local banks, and 
that absentee banking should be discour- 
aged. With these two rules of action in 
mind, the Senator favors doing what can be 
done to consult the convenience of city banks 
and their customers. 

Senator Pepper is on record as favoring 
the removal of the limit as to existing 
branches, so that no Federal Reserve mem- 
ber bank, in order to remain in the sys- 
tem, would have to give up its present 
branches. However, inasmuch as _ national 
banks are required by law to enter the sys- 
tem and to operate without state branches, 
Senator Pepper, though conscious of the fact 
that state banks may decline to enter the 
system because of their desire to establish 
future branches, asserts that the principle of 
equal opportunity should apply and thus 
place limits on the branch banking privi- 
leges of the state banks, which voluntarily 
come into the Federal Reserve System. 

The proposed change in the policies of the 
Federal Reserve Board, with respect to 
branches of state banks, has revived talk 
of a possible violation of a so-called “gentle- 
men’s agreement” between the Federal Re- 
serve Board and state banks and trust com- 
panies, made when the board issued a war- 
time appeal to banks to join the system, that 
the policies would remain unchanged. 

The Federal Reserve Board, in seeking 
to bring about the mobilization of all bank- 
ing reserves as a war-time ineasure, was 
successful in getting Congress to amend the 
Federal Reserve Act, permitting state banks 
and trust companies to enter under the con- 
dition that they be permitted to retain their 
full charter and statutory rights. 

In the annual report for 1917 the Board 
said: “The action of Congress in confirming 
what the Board had attempted to accomplish 
by regulation has given state banking institu- 
tions firm assurance that they may continue 
to carry on their lawful banking business in 
substantially the same way as they have 
heretofore done, without fear of future 
changes in methods prescribed. . . .” It 
is the contention of some members of Con- 
gress that any legislation forcing state banks 
to give up their established branches, as a 
condition necessary to maintain member- 
ship in the system, would contravene this 
assurance that they would be permitted ‘to 
retain their full charter and statutory rights. 
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The recital of the few dark clouds that 
appear on the horizon, however, should not 
make the bankers pessimistic over the out- 
look for favorable action by Congress on this 
legislation, which has been described as the 
Magna Charta of the independent banking 
system. Representative McFadden predicts, 
with full confidence, that the measure will 
become law, and the same feeling of opti- 
mism is apparent in other high circles of 
Federal finance. One of the most reassur- 
ing developments was the passage of th 
resolution at the Chicago convention of the 
American Bankers Association, expressing 
the opinion that the amended bill “should be 
enacted in its present form at the earliest 
moment” and instructing the officers of the 
Association and the Federal Legislative Com- 
mittee “to aid to the utmost” in having 
Congress do the will of all groups of Ameri- 
can bankers. 


What Would It Be? 


A= all, the human side of banking 
is the big asset—more valuable than 
money and vaults and handsome build- 
ings and equipment, as important and neces- 
sary as they are. For confidence is a 
human factor and successful banking de- 
pends on confidence and vision; and not 
much vision is engendered within the four 
walls of a bank—it comes rather from con- 
tact with human beings, as they “do their 
stuff” in the great outside. 

And so bankers’ associations are larger 
and better than ever, more active and power- 
ful in influence and good things done, be- 
cause bankers are turning to them and 
their cooperative work, more than ever 
before, to supply the things they want and 
would otherwise lack—things that are 
broadening in their influence and promo- 
tive of human vision, efficiency and happi- 
ness. For the banker has every right to 
to be happy. 

Thus, state and national association con- 
ventions are affording our bankers oppor- 
tunity for mass expression, so to speak; 
association group meetings supply the out- 
let for both mass and individual expression ; 
and in the county units, which we call 
county bankers’ associations, bankers have 
the finest opportunity of all for individual 
expression in a larger and more intimate 
degree, bringing out the best that is in 
them, not only in banking, but in a humani- 
tarian way. 

Try to imagine American and state and 
county banking as they would be today 
without the vital impulse and _ uplifting 
vision of association activities, and you 
have a picture of the dark and gloomy and 
lonely banking situation of a past age, to 
which no modern banker would like to 
return. Those who frequent our various 
association meetings know all this well and 
very much to their own advantage and 
pleasure. The surprising thing is that all 
bankers have not yet realized it. 

Our bankers’ associations are the volun- 
tarily organized machines that keep our 
bankers in touch with the public whom 
they serve. 

The wise and up-to-date banker serves 
through, and is served by, the American 
Bankers Association and his State Bankers 
Association and its many departments.— 
The Arkansas Banker. 


Protecting Our Foreign 


Bondholders 


By GROSVENOR JONES 


Chief, Finance Division, Bureau of Foreign and Domestic Commerce 


Need in United States for an Authoritative Informational 
Service to Aid Americans Contemplating Investments in 
Special Committee to Deal with Defaulting 


Foreign Bonds. 
More Desirable Than Protective Corporation. 


Borrowers 


HE average Britisher is surprised 

to learn how much interest the aver- 

age American takes in the Corpora- 

tion of Foreign Bondholders. In 
fact, the Britisher is inclined to believe that 
Americans overestimate the importance of 
this famous bondholders’ protective associa- 
tion. Perhaps we do, but the Corporation 
of Foreign Bondholders is an effective or- 
ganization and worthy of all respect. This 
is the verdict of defaulting governments and 
corporations, which for more than fifty years 
have been held to strict, yet fair, account by 
the Corporation. And as imitation is the 
sincerest form of praise, the organization of 
similar bodies in France and Belgium might 
be considered as final approval on the British 
method of protecting holders of foreign se- 
curities. 

And yet the British are modest about this 
institution. This is so, perhaps, because the 
Corporation is no new thing and functions so 
quietly and with so little publicity. It is rec- 
ognized as a part of the machinery of the 
London money market—but only a part after 
all, a sort of governor or flywheel. 


Represents an Evolution 


ONTRARY to the general impression in 

this country, the Corporation of Foreign 
Bondholders was not set up according to 
nicely drawn plans, with all details as to 
form of organization, character of activities, 
and personnel charted well in advance. 
Rather, like so many other British institu- 
tions, it is an evolution—an adaptation of 
former practices to new and changing condi- 
tions. Thus, when in the late sixties of the 
last century defaults in the payment of in- 
terest and amortization of foreign loans be- 
came quite frequent, the practice of appoint- 
ing a special committee to handle each de- 
fault as it occurred was found to be burden- 
some. Too many committees were required 
and so the idea of having the committee work 
more evenly distributed among the interested 
financiers and bondholders, of having the 
method of handling the cases more or less 
standardized and of providing a central sec- 
retarial and research staff led to the estab- 
lishment of the Corporation of Foreign 
Bondholders in 1868. The impelling motive 
was the creation of a sort of clearing house 
for foreign debt readjustments. 

Whether the founders of the Corporation 
ever thought of the new organization becom- 
ing the influential body it now is, is doubtful. 
Their primary thought was to provide some 


sort of machinery that would relieve them 
of the burden of looking after the technical 
and complicated details of foreign debt ad- 
justments and would give such adjustments 
the specialized day-to-day attention they re- 
quired. 

With all financial London behind it the 
Corporation was bound to become influential, 
but it had to prove its worth to the bond- 
holders. This it did by the effectiveness with 
which it settled defaults on foreign loans. 
Likewise it had to earn the confidence of the 
British Foreign Office by basing its requests 
for diplomatic representation on fair and 
reasonable grounds and by not being too in- 
sistent upon more drastic action. 


What Thumbs Down Meant 


Corporation of Foreign Bondholders 
has been efficiently managed from the be- 
ginning and therefore has been able to win 


The Verdict 


FTER making a special trip 
abroad to study the opera- 
tions of the organizations set up 
by Great Britain, France, Bel- 
gium and other foreign nations 
to deal with defaulting borrow- 
ers, Grosvenor Jones, Chief of 
the Finance Division of the Bu- 
reau of Foreign and Domestic 
Commerce, reached the conclu- 
sion that the interests of Ameri- 
can bondholders would be better 
served through the medium of 
Special committees than by a 
more comprehensive organiza- 
tion, such as the famous British 
Corporation of Foreign Bond- 
holders. However, with the 
American investor being called 
upon more and more to export 
his capital, Mr. Jones foresees 
the need for one central source 
of information that will give the 
Americans, contemplating for- 
eign investments, full data re- 
garding the debt record of for- 
eign governments and_ other 
credit information. 
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the confidence of the bondholders whom it 
serves and the British Foreign Office through 
which it must often act. At the same time 
it has won the confidence of the bondholders 
in other countries of Europe, with the result 
that it has taken the leadership in most of 
the foreign debt settlements that have been 
made during the past fifty years. 

It is only fair to say, however, that the 
Corporation started off under favorable aus- 
pices, in that London had long been the great 
international money market. An organiza- 
tion backed by the leading London bankers 
had to be treated with respect. by defaulting 
governments with an eye to the future, since 
if London said thumbs down, the chances 
were that the defaulter would find the 
greatest difficulty in borrowing later from 
Paris or Amsterdam. 

This, then, is the organization which many 
thoughtful Americans believe should be du- 
plicated in some form in this country. The 
proponents of the idea of an American Cor- 
poration of Foreign Bondholders have in 
mind, however, an authoritative informa- 
tional service rather than a protective asso- 
ciation. They have seen the annual reports 
of the British Corporation filled with care- 
fully compiled statistics on the public 
finances, economic conditions, etc., of coun- 
tries whose loans have been in default and 
have been amazed at the amount of useful 
information packed into that little volume. 
They would like to feel that there was in 
these United States a similar source of such 
information. They would be more certain 
about our people investing wisely in new 
foreign issues, if they knew that the full 
facts about the financial records of the 
issuing governments and private corporations 
abroad were on tap at the headquarters of 
some association and readily available for 
all investors. The backers of the idea be- 
lieve that foreign issues would become more 
popular among American investors—large, 
small, and average—if these investors had 
fuller information regarding such issues. 
Then, too, they believe that an organization 
in possession of the facts would be ready to 
act in defence of the bondholders’ interests 
in case need for action arose. At present 
the protective feature is of minor impor- 
tance, since there are only two or three 
groups of foreign securities in default to 
American holders and these are being ably 
attended to by special bondholders’ com- 
mittees. 
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Taxing Capital Out of Existence 


By GARRARD B. WINSTON 


Undersecretary of the Treasury 


Overlapping and Unfair Inheritance Taxes Must Be Eliminated 
or Eventually Our Dual System Will Blight Production. Policy 
Needed Which Will Encourage Creation of Capital. In England 


Estates Are Unsalable Because of a Similar Lack of Foresight. 


RESIDENT COOLIDGE, in his 
message transmitting the Revenue 
Act of 1924 to Congress with his 
signature, suggested the advisability 
of calling a conference of the taxing au- 
thorities of the states and of the Federal 
government to give consideration to some 
comprehensive plan of division of the field 
of death taxes between the various states 
and the Federal government and the elim- 
ination of overlapping and unfair taxes. 

The history of death taxes with the Fed- 
eral government is short. We have occu- 
pied this field of taxation four times in our 
history, and each time until the present we 
have relinquished the field to the states 
when the particular emergency for which 
additional taxation was required had passed. 

In the early days of the Republic, to ob- 
tain money with which to pay in part for 
the Revolutionary War, a stamp duty was 
imposed on legacies or for any share of 
personal estate received on death. This 
tax was paid by the beneficiary, and 
amounted roughly to 0.2 of 1 per cent. The 
act was passed in 1797 and repealed five 
years later in 1802. The yield to the gov- 
ernment from this tax cannot be separated 
from the revenue from the sale of stamps 
for all purposes, which averaged about 
$250,000 a year. 

During the Civil War Congress imposed 
a very moderate inheritance tax. The act 
was passed in 1862 and repealed in 1870. 
Its average yield was about $1,500,000 a 
year. 

During the Spanish War a tax was 
levied on the transfer of personal property 
by death at rates which in the cases of di- 
rect heirs reached a maximum of 2% per 
cent. The law was passed in 1898 and re- 
pealed in 1902, and subsequently certain 
taxes collected under it on charitable be- 
quests were refunded. The greatest amount 
of revenue derived in any one year from 
this tax was something over $5,000,000. 


Up by Leaps and Bounds 


HE estate tax was resorted to in 1916, 

when the maximum rate imposed was 
10 per cent. In March, 1917, this rate was 
increased to 15 per cent, and in October of 
that year to 25 per cent. In the Revenue 
Act of 1924 it is raised to 40 per cent with 
a credit for state taxes. The revenue re- 
ceived from this tax has been as follows: 
$6,000,000 
47,000,000 
82,070,000 
103,000,000 
154,000,000 
139,000,000 


126.000,000 
102,000,000 


It is estimated that in 1925 the revenue 
from this source will be $114,000,000, an 
increase of $12,000,000 over the previous 
year. 

Examples have frequently been cited of 
how the various states and the Federal gov- 
ernment, under existing laws, can take more 
in death taxes than 100 per cent of the 
estate. This is brought about, under our 
complex system of property ownership, by 
certain double or triple taxes imposed by 
states which make both the situs and 
domicile the basis of the taxes. The in- 
heritance tax levied by the state of the 
domicile of the decedent, plus the inheri- 
tance tax or taxes levied on some of his 
property by other states, in which such 
property is situated, plus the Federal es- 
tate tax, is a most serious burden and ap- 
proaches, if it does not reach and pass, the 
limits of taxable capacity in this field. The 
problem assumes, therefore, a more serious 
form than simply the inconvenience of pay- 
ing a tax to several jurisdictions, or the 
unfairness of overlapping or double taxa- 
tion. If government, and in this I include 
the aggregate takings of the Federal and 
state governments, takes from its people 
more than the particular source of taxation 
can stand, it will ultimately destroy all 
revenue from that source and government 
will have to look elsewhere to meet its ex- 
penses. 


Selling the Seed Grain 


XCESSIVE death taxes 

have the effect, first, of 
actually using up capital—in- 
stead of 1000 units to tax there 
are but 500; second, of decreas- 
ing the value of each capital unit 
—instead of $10,000 to tax, the 
same assets are worth but 
$5,000; and third, of discourag- 
ing the production of more 
capital—instead of a normal in- 
crease of units to meet increased 
needs, no more are produced. If 
we are to have something left to 
tax, it is high time we begin 
preserving it. We are now 
selling our seed grain and will 
have nothing to sow when next 
spring comes.— GARRARD B. 
WINSTON. 
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We may consider this excessively high 
taxation from two standpoints: first, its ef- 
fect upon existing capital, or its static ef- 
fect; and, second, its effect on the produc- 
tion of future capital or its dynamic effect. 


Ultimately Nothing to Tax 


Now death taxes are taxes upon capi- 
tal, and this point must be kept clearly 
in mind. It is obvious that if government, 
to maintain itself, were to take 50 per cent 
of every estate, small or large, and if on 
the average in the course of a generation a 
man could not double his inheritance, there 
would be an actual depletion of capital 
within the country, and ultimately nothing 
would be left to tax. This is clear enough, 
but there is another less readily visible but 
more immediate result. 

Inheritance taxes are based upon capital 
values. Even though the rate of tax re- 
mains the same, it makes a serious differ- 
ence in government revenue whether a 
wealthy man dies when the market for the 
assets left by him is up or when it is down. 
The Federal tax on an estate consisting net 
of 100,000 shares of United States Steel 
would be $2,961,000 if steel were 110, and 
$1,861,000 if steel were 80 when the death 
of the decedent occurred, making a differ- 
ence of $1,100,000 in revenue derived by the 
government. This result might be brought 
about by market conditions alone, and if so, 
in the long run the disparity is equalized, 
since sometimes the market value of the 
stock is up and sometimes down, and on the 
average government revenue would not suf- 
fer. If, however, there is a continuing 
pressure on all values, not on steel stock 
alone, or on stocks alone, but on every kind 
of property within the country, the result is 
a bringing down of values and necessarily 
a lessening of the revenue, because the tax 
depends upon values and upon nothing else. 

The tax is always a percentage of the 
value of the assets at time of death. Since 
an executor must obtain cash to pay his 
tax, he usually must dispose of the assets 
of the estate at which is essentially a forced 
sale. If an estate must realize upon some 


-stock not generally dealt in, or a piece of 


real estate, for example, it can do so only 
by reducing the price until a bargain figure 
is reached which will attract purchasers. 
When the next estate comes along for taxa- 
tion with similar stock or a like kind of 
property, its tax will be based upon the 
lower price fixed by the sale of the assets 
of the first estate. Thus we have a per- 
manent lessening of values and a continu- 
ous exhaustion of the source for death 
taxes. 
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l arge Estates Unsalable 


S an instance, I have been told that 

large landed estates in England are 
almost unsalable by reason of the high 
death duties and that these properties can 
frequently be bought for the value of the 
improvements alone. The land, therefore, 
in such cases is without value; and, where 
formerly such land was a basis for death 
duties and produced tax revenue, now, hav- 
ing no material value by reason of these 
very death duties, it yields no tribute. For- 
merly the land might be worth £5000 and 
the improvements £5000, a total of £10,000 
for taxation purposes’; now the land is with- 
out value and the tax must be levied upon 
£5000 of improvements. If the same revenue 
is to be produced, the tax rate must be 
doubled, since property subject to tax has 
been halved. Any tax which thus materi- 
ally lowers values destroys itself. 

The dynamic or moving effect of high 
taxes is not so immediate in its effect as 
the actual depletion of capital and lessen- 
ing of capital values. It is, nevertheless, of 
great importance in the establishment of a 
permanent policy. After man has become 
sufficiently civilized to provide for the rea- 
sonable requirements of living, the impetus 
to further effort at production is found 
largely in the desire to leave one’s family 
well provided for. So long as the individual 
feels that he can pay the tax and still leave 
an estate to his family, he will increase his 
efforts; but, if he finds that by reason of 
excessive taxation the results are not com- 
mensurate with the effort, he will probably 
cut down his production and the general 
wealth of the country will be diminished 
accordingly. We will have more golf play- 
ers and fewer Henry Fords and Thomas 
Edisons. A man will not seek to build up 
a large fortune just to have it taken away 
from his family at his death. 


Must Encourage the Creation 
of Capital 


AM not discussing this question from a 

social point of view, but from the gov- 
ernment revenue standpoint. I understand 
death taxes are imposed to raise cash. If 
the United States Treasury and the state 
treasuries want something which will real- 
ize revenue, much more can be obtained 
from one large estate than from several 
smaller ones with an equal aggregate value. 
An estate of $10,000,000 net yields $2,561,000 
Federal estate tax, while 100 estates of 
$100,000 each yield an aggregate tax of only 
$150,000. It would take over 1700 estates 
of $100,000 each, aggregating over $170,000,- 
000, to produce the same amount of revenue 
as one $10,000,000 estate. It is, therefore, 
essential that large fortunes continue to be 
made and be not taxed out of existence. 
So, if we are to have an accumulation of 
capital upon which to levy death duties, we 
must encourage, not discourage, its creation. 
Under socialism death taxes would be bar- 
ren. 

A taxpayer looks at things from a per- 
sonal or short-time viewpoint. He is in- 
terested in his own future. The govern- 
ment, on the other hand, can afford to 
reckon on the long run of its more distant 
future. Perhaps if taxes were levied lightly 


on the result of a man’s own efforts and 
heavily upon his inherited assets, they would 
not destroy the initiative to produce and the 
government would still get the maximum 
revenue out of death duties. It has accord- 
ingly been suggested that a light tax be 
levied on what the decedent himself made, 
a heavier tax on what his father left him, 
and a still heavier tax on what remained of 
his grandfather’s estate. Such a policy 
would meet the wishes of those who believe 
that artificial means are necessary to pre- 
vent the continued existence through gen- 
erations of large fortunes and at the same 
time it would not penalize the initiative 
which is characteristic of progress. This is 
a long-time policy of taxation which is 
perhaps not within the power of govern- 
ments clamoring for present revenue. 


Self-Destruction Is in Progress 


ETURNING to the more immediate 

problem. Death taxes are based en- 
tirely upon capital. This capital can be 
destroyed either by taking it from its own- 
ers and using it for maintenance of gov- 
ernment, or what amounts to the same 
thing, by diminishing its value, or by check- 
ing the incentive for its production. That 
this is actually happening, the figures indi- 
cate. It is the history of all excessive taxes 
that they destroy themselves. Take for in- 
stance, income taxes in the cases of persons 
with incomes of over $200,000 a year— 
what may be termed really wealthy tax- 
payers. In 1916, with a maximum surtax 
of 13 per cent, there were 2449 taxpayers in 
this high class. The next year the rates 
were increased greatly and their number 
fell to 1672. In 1918 the rates were again 
increased, and their number went to 1275. 
In 1919 the rates were slightly reduced, and 
the reduction was reflected in an increase 
to 1451 in the number of taxpayers. There 
being no change in rates for 1920 and 1921, 
the figures fell to 868 and 535. But in 1922 
the total maximum rates went from 73 per 
cent to 58 per cent, and the number of tax- 
payers in this class rose to 1097. 

Now, the same thing is happening with 
the Federal estate tax, and can best be 
shown by the revenue produced. Nineteen 
hundred and twenty-one was the first year 
which felt the full effect of the increase of 
rates to a maximum of 25 per cent. Our 
receipts that year were $154,000,000—the 
most we have ever obtained. But watch 
the retrogression under the same high tax 
in the following years: $139,000,000 in 1922; 
$126,000,000 in 1923; and only $102,000,000 
in the fiscal year just closed. It is esti- 
mated that the increase from 25 per cent to 
40 per cent under the present law will yield 
but an additional $12,000,000, and that in a 
year or so this increase will be lost and 
40 per cent rates will yield no more revenue 
then than was obtained under the 25 per 
cent rates. Are we not fooling ourselves 
when we think we can defeat economic 
laws? 

The importance of a scientific basis of 
taxation to the future welfare of this coun- 
try cannot be overestimated. The burden 
of taxes must be lightened. From the Fed- 
eral government standpoint we are doing 
fairly well. Per capita Federal taxes rose 
from $32 in 1918 to $54 in 1920; then com- 
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menced to drop, and have been successively 
$45, $32, $28, $29 in the last four fiscal 
years. It is estimated that for the next 
fiscal year, as the result of tax reduction, 
the figure will be about $27, and we may 
contemplate further reductions. The larg- 
est single item of Federal expenditure jis 
interest on the public debt. This item 
amounted in 1924 to nearly $1,000,000,000. 
As the debt is reduced—and we are making 
very material headway on it—government 
expenditures will be cut, and with expendi- 
tures, I hope, taxation. So the tendency, 
so far as the Federal government is con- 
cerned, is for a reduction in the tax burden. 
With the states and local municipalities ex- 
actly the opposite tendency is disclosed. In 
1918 their per capita tax was something 
over $20. In the next four years it rose to 
$27, $30, $36, $38, and later figures will un- 
doubtedly show further increases. 

It may be true that the Federal govern- 
ment can, without great danger to its 
budget, destroy death taxes as a source of 
revenue. We have recently abandoned other 
fields, such as transportation and many of 
the so-called nuisance taxes, without incon- 
venience. But with the state and local gov- 
ernments, if this particular source of rey- 
enue is destroyed, the situation is not so 
free from difficulty. The estate tax con- 
tributed $102,000,000 of revenue in 1924 to 
the Federal government. The total govern- 
ment receipts from all sources were some- 
thing over $4,000,000,000, so the revenue de- 
rived from death taxes represented only 
about 2% per cent of all receipts, and, as 
a matter of fact, amounts to less than one- 
quarter of the more than $400,000,000 tax 
reduction carried in the Revenue Act of 
1924. On the other hand, the state inheri- 
tance taxes generally constitute a much 
larger proportion of the states’ revenues, 
and few states could afford to have the 
yield from these taxes reduced in amount 
or destroyed. The states have, therefore, 
the greater interest-in the permanent char- 
acter of death duties. 


Farms Taxed Into Unpro- 
ductivity 


ONSIDER the effect of loss of this 
revenue upon a most important ele- 
ment in the community. The figures of 
the National Industrial Conference Board 
show that 16.6 per cent of the farmer’s 
share of the national income is absorbed in 
taxes, as against 11.9 per cent of the in- 
come of all other taxpayers. The farmer 
as a rule does not pay income taxes, so this 
large proportion of the farmer’s income 
which goes into taxation represents almost 
wholly direct property taxes. If there is 
to be any diminution in the size of the 
stream available to the states for inheri- 
tance taxes, it is obvious that tangible prop- 
erty will have to bear a larger and larger 
share of the states’ expenses, and this bur- 
den will be placed on the shoulders of those 
now least able to bear it. More farms will 
be taxed into continued unproductivity. 
Excessive death taxes, therefore, have the 
effect, first, of actually using up capital— 
instead of 1000 units to tax there are but 
500; second, of decreasing the value of 
each capital unit—instead of $10,000 to tax, 
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The Passing of “Pittsburgh Plus” 


By E. C. KREUTZBERG 


Associate Editor, Iron Trade Review 


Abolition of the Old Method of Quoting Steel Prices Has Con- 
ferred Benefit on Some Producers and Has Placed Others 


at a Disadvantage. 
Practice Developed. 


LTHOUGH the abolition of the 
“Pittsburgh Plus” method of quot- 
ing steel prices dates only from 
Sept. 22, the effects already have 

revealed themselves as far-reaching. 

When the Western Association of Rolled 
Steel Consumers in 1919 advanced its con- 
tention that the Pittsburgh Plus system was 
a form of price discrimination, Chairman 
E. H. Gary of the United States Steel 
Corporation told the Federal Trade Com- 
mission that the subject was so wide in 
scope as to concern the entire steel indus- 
try. But when the Federal Trade Com- 
mission issued complaint and started hear- 
ings, the action was directed solely against 
the United States Steel Corporation. The 
corporation actually is suffering least from 
the abolition of the Pittsburgh Plus sys- 
tem, while most of the independents are be- 
ing penalized to a considerable extent by the 
change. A good many consumers are de- 
riving benefits and a good many others have 
been hurt. Strangely enough, however, the 
majority of the producers and consumers 
who have been hurt 
do not seem to have 
anticipated just 
what the abolition of 
Pittsburgh Plus 
would mean to them. 

Too, the industry 
generally did not 
take seriously the 
demands for the 
abolition of Pitts- 
burgh as the basing 
point. The accept- 
ance by the Steel 
Corporation of the 
Federal Trade Com- 
mission’s order to 
cease and desist 
from the practice of 
quoting Pittsburgh Plus was totally unex- 
pected. It had been taken as a matter of 
course that the Steel Corporation would 
appeal from the Federal Trade Commission’s 
order to the courts, and that the question 
probably would not be decided until after it 
had passed through the Supreme Court. Per- 
haps, in view of the frequent manifesta- 
tions of Judge Gary’s willingness to accede 
to public demands, his announcement of the 
United States Steel Corporation’s decision to 
obey the Federal Trade Commission’s order 
need not have occasioned so much aston- 
ishment. At any rate the matter now has 
passed all controversial and legal stages, and 
the abolition of the Pittsburgh basing sys- 
tem is an actuality to which the majority of 


producers and consumers of steel are having 
difficulty in getting adjusted. 


Meaning of the Term 


Y “Pittsburgh Plus” is meant the sale 

of steel at an f.o.b. Pittsburgh price 
plus the freight from Pittsburgh to the 
buyer’s plant. Under the Pittsburgh Plus 
system the various makers, wherever lo- 
cated, sold at f.o.b. Pittsburgh prices and 
charged the: Pittsburgh freight, allowing 
the freight from the seller’s mills to the ¢on- 


Underwood & Underwood 


A scene in a rolling mill, where a beam of red hot iron is drawn 


out 90 feet long 


suming point. For instance, an eastern plate 
maker would sell plates to Philadelphia at 
$2 base Pittsburgh, or $2.32 delivered at 
Philadelphia. The actual freight from the 
eastern mills ranges from 10 to 14% cents 
per 100 pounds, so the $2.32 delivered price 
was equivalent to $2.17%4 or $2.22, f.o.b. at 
the mills. By the Pittsburgh Plus system, 
these mills on Philadelphia business, there- 
fore, obtained 1714 to 22 cents per 100 pounds 
more at their mills than the Pittsburgh mill 
price. There were numerous exceptions, but 
this was the method generally in vogue 
throughout the country. As a rule the 
market at any consuming point was equal to 
the Pittsburgh price plus the freight from 
Pittsburgh. It was a method of keeping 
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What the Term Means and How the 
Its Effect on the Location of Plants. 


track of the steel market and was looked 
upon as having many advantages. 

The establishment of the Pittsburgh Plus 
method was a gradual development. To 
understand the situation, it. is necessary to 
summarize some of the history of the iron 
and steel industry in this country. In the 
colonial days there were many blast fur- 
naces scattered all through the eastern states, 
particularly in eastern Pennsylvania, which 
produced pig iron from local ores, with 
charcoal as the fuel. Large tonnages of 
iron and iron products were imported also 

from abroad. Phila- 
delphia was the 
headquarters of this 
trade, and it was 
customary to sell 
iron f.o.b. Phila- 
delphia, plus the 
freight to destina- 
tion. 

About 1840 coal 
began to gain ground 
as the important fuel 
in producing pig 
iron. For many years 
a large number of 
blast furnaces used 
eastern Pennsyl- 
vania_ anthracite 
coal, but the biggest 
development was in 
the use of coke 

which was produced from bituminous coal. 
The famous Connellsville field, with its im- 
mense tonnages of high-grade coking coal, 
furnished the fuel upon which the Pittsburgh 
steel industry was established. Pittsburgh 
has many advantages as a_ steel-making 
center, but the cardinal advantage is the 
proximity of the Connellsville coking coal 
field. Developments of later years have 
brought about low cost production in other 
districts, notably Chicago and Birmingham, 
but Pittsburgh today, as for many years 
back, continues to be the standard. 


Selection of Steel-Making 
Locations 


yr. steel-making locations have 
been selected largely after comparison 
with Pittsburgh. In considering a prospec- 
tive steel-making location a producer would 
take the Pittsburgh delivered prices at the 
consuming points that he desired to reach. 
If these Pittsburgh delivered prices enabled 
him to get mill prices which, in the light 
of manufacturing costs permitted a substan- 
tial profit, the location was considered satis- 
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factory. In the same way consumers in 
the past selected their locations from the 
standpoint of the freight from Pittsburgh 
on their raw material and the freight on 
their finished product to the plants of their 
customers. Many concerns which for years 
have transacted a prosperous business al- 
most overnight have found that their loca- 
tions are penalized by the new conditions. 
Some of them are so badly hit that at 
present they see no recourse but to move 
their plants or go out of business. 

A typical instance of this character is 
the problem confronting a certain Ohio 
manufacturer who buys steel in semi-finished 
state and sells it in certain highly finished 
forms. This concern bought its raw mate- 
rial on a Pittsburgh Plus basis and sold 
its product in various sections of the coun- 
try on the same basis. Established many 
years ago, its business grew steadily. The 
principal competitor of this Ohio concern 
is one of the subsidiaries of the United 
States Steel Corporation. When the cor- 
poration on Sept. 21 announced its decision 
to abolish Pittsburgh Plus, it began quoting 
delivered prices which were obtained from 
f.o.b. prices at its various mills. With the 
smoke cleared away, the Ohio manufac- 
turer found that the 
net result of the 
abolition of Pitts- 
burgh Plus in his 
case was to penalize 
him to the extent of 
$4.80 to $19.80 a ton 
as compared with 
his former selling 
prices. The plant is 
the biggest institu- 
tion in the town, and 
the town largely is 
built up on it. Re- 
moval of the plant, 
therefore, would 
force the employees 
to sell their homes 
on a falling market, 
and the effects on 
the business men and 
bankers of the town 
would be far-reach- 
ing. 

The question as to 
what this Ohio man- 
ufacturer must do 
in order to save his 
business was re- 
ferred to an execu- 
tive of a large com- 
pany which buys 
steel bars and converts them into finished 
steel products. This executive is said to 
have replied that the Ohio manufacturer 
should have picked an economic location in 
the first place, and that he had no right to 
expect consumers to pay a premium made 
possible only by the Pittsburgh Plus system. 
A few days later this executive suddenly 
learned that his own plant is just as un- 
economically located and that, minus the 
Pittsburgh Plus system, it must face the 
possibility of moving to a new location. 

A case which has developed in New Eng- 
land is typical of a great many which 
are coming to light all over the country. 
Two manufacturing concerns are located, 
respectively, at Worcester and New Brit- 
ain. They produce competitive articles, and 


the rivalry between them is keen. In the 
old Pittsburgh Plus days these consumers 
bought their raw material, wire, at the Pitts- 
burgh price, and their delivered prices were 
consequently the same. Now the situation 
has changed entirely. The United States 
Steel Corporation has a wire plant at Wor- 
cester, and the output is sold at delivered 
prices which are calculated from an f.o.b. 
Worcester price, plus the freight. Under 
this method the Worcester consumer pays 
only a switching charge on his material, 
amounting to about 25 cents per ton, where- 
as the New Britain consumer has to pay a 
freight of $4 a ton. Thus the abolition of 
Pittsburgh Plus is forcing the New Brit- 
ain concern to pay about $3.75 more tor 
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In the blooming mill, where red hot steel freed from slag, is shaped 


under enormous pressure 


its raw material per ton than its Worcester 
competitor. 

The first important conclusion from the 
facts already developed is that, under the 
new method of quoting mill prices, the con- 
sumer located closest to the mill from which 
he gets his material has a pronounced ad- 
vantage over his competitors who are more 
distantly located from the mill. Of course, 
each case has its individual factors. For 
instance, a consumer located close to its 
customers might not find a penalty in the 
shape of freight on raw materials to be 
much of a handicap, inasmuch as it might 
be compensated by the savings in freight 
on the finished product. For low manufac- 
turing costs, however, the consumer should 
find its best location as close to the mill 
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as possible. Every other location, other con- 
ditions being equal, becomes less desirable 
directly as its distance from the steel mill 
increases. For this reason many steel men 
believe that the effects of the abolition of 
Pittsburgh Plus should be the intensification 
of industrial development at all economically 
located steel centers. Conversely, they be- 
lieve that consumption of steel will be dis- 
couraged at many locations which have 
flourished on steel fabricating industries in 
the past. 

While no other conclusion than the above 
is possible from a study of existing condi- 
tions, it is entirely likely that the present 
conditions will be considerably modified as 
time goes on. It seems reasonable to ex- 

pect that the com- 

mon sense of buyers 

and sellers will bring 

about adjustments 

that will wipe out 

many of the present 

disparities. For in- 

stance, a flat de- 

livered price in New 

England, in place of 

a Worcester base, 

would place the New 

Britain consumer 

back on a _ parity 

with his Worcester 

competitor. What 

can be done along 

this line, however, 

is not very clear for 

the reason that the 

Federal Trade Com- 

mission is just as 

much opposed to 

any broad scheme 

of delivered prices as 

to the Pittsburgh 

Plus system itself. 

It is apparent that 

such adjustment 

would provide relief 

in many of the cases 

where penalties now 

are being suffered. 

: But it is difficult to 

see how help could be provided in other 

instances without a return to the old 
Pittsburgh Plus system. 


The Effect in Chicago 


NASMUCH as consumers in_ the 
Middle West waged the fight for the 
abolition of Pittsburgh Plus, it is inter- 
esting to view the effects of the change 
in the great consuming territory tribu- 
tary to Chicago and St. Louis. There 
has been no change whatever in plates, 
shapes and bars, which products have been 
sold on a Chicago mill base since 1921. Gen- 
erally these products have brought about $2 
higher a ton at the Chicago mills than at 
the Pittsburgh mills. Recently the Chicago 
prices have been substantially the same as 
the Pittsburgh prices, and a few weeks ago 
were actually lower at Chicago than at 
Pittsburgh. 

The chief effects of the change have been 
reflected in sheets, wire and wire products 
and pipe and tubing. United States Steel 
Corporation subsidiaries now are _ selling 
sheets $3.80 a ton cheaper delivered in Chi- 
cago than before, pipe and tubing at $1.80 
less and wire and nails at $4.80 less. As 
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a general rule consumers west of Chicago 
are benefiting to about the same extent 
as the Chicago consumers. Going south, 
the saving becomes less as the freight from 
Chicago increases. Chicago, for instance, 
can quote pipe $4 a ton less than the United 
States Steel Corporation mill at Lorain, 
Ohio, and still be unable to get into Du- 
buque and similar Mississippi river points as 
cheaply as Lorain. 

An interesting angle in the Chicago mar- 
ket is that Chicago produces only about 
50 per cent as much steel as it consumes. 
Most of its output comprises piates, shapes 
and bars, and the district lacks the diversity 
of product that is found at Pittsburgh. Con- 
sequently Chicago consumers continue to go 
outside of the district for much of their 
steel. At present the principal effort of 
Chicago consumers is to get all of their 
requirements from the Chicago makers. 
Mills located outside of the district are 
selling into Chicago at a penalty, in order 
to meet the prices of the Chicago district 
mills. It is believed, however, that just 
as soon as the supply of steel begins to 
tighten, the outside mills will ask a price 
something like the old Pittsburgh Plus price. 
It is a physical impossibility for the Chi- 
cago mills to supply the Chicago trade so 
that some consumers at times will have to 
pay higher prices than their competitors. 
The natural expectation, based on this situa- 
tion, is that the working of the law of 
supply and demand will cause prices to tend 
higher at Chicago than in some other dis- 
tricts. 


Meeting Competition 


ONSIDERING the various steel pro- 
ducers of the country, it may be said 
that none of the independent makers feels 
bound to make any changes other than 
entailed in meeting the changed competition. 
The United States Steel Corporation con- 
trols nearly half of the country’s tonnage. It 
has mills located at strategic points, and 
it has great diversification of products. The 
logical procedure for the independents, there- 
fore, is to meet the competition of the cor- 
poration mills which manufacture competi- 
tive products. For instance, the independent 
wire producers in selling to New England 
in competition with the Worcester mill meet 
the delivered price from Worcester. In 
Chicago they meet the delivered prices of 
the Steel Corporation wire mills in the Chi- 
cago district. In the South they meet the 
delivered prices from the Fairfield mill. 
Thus the independents find it necessary to 
incur penalties in reaching into certain ter- 
ritories. This is very well illustrated in 
the case of pipe and tubing. The Steel 
Corporation has tube mills at Pittsburgh 
and Lorain, and quotes delivered prices 
from these works. It also will use Gary 
as a basing point after its tube mills there 
are completed. The Youngstown Sheet & 
Tube Co. has plants at Youngstown, Evans- 
ton and Indiana Harbor and equalizes with 
its competitors. Republic Iron & Steel Co. 
also quotes f.o.b. these various points, al- 
though it has a mill at Youngstown only. 
Roughly, it may be stated that under 


the new conditions the tendency is for busi- 
ness to flow to the mills nearest the plants 
of the consumers. 
most favorably 


Producers having the 
located plants enjoy a 


greater volume of business, proportionately, 
than before. Those having to ship farther 
than their competitors suffer more penalties. 

In assessing the full effects of the aboli- 
tion of Pittsburgh Plus, it may be said 
that the old method of basing had the ef- 
fect of maintaining a national market in 
steel. Generally throughout the country the 
price on steel at any given point was equiva- 
lent to the Pittsburgh price plus the freight 
from Pittsburgh to that point. The cushion 
of the Pittsburgh freight permitted and en- 
couraged merging of local conditions into 
the national business situation. A couple of 
years ago, for instance, there was a severe 
depression in the Naugatuck Valley. The 
mills, which normally sold to the Naugatuck 
Valley consumers, were able, by reason of 
the Pittsburgh Plus system, to get some 
business elsewhere to replace it, and with- 
out undue losses. It is felt that the localiza- 
tion of steel business which is succeeding 
the abolition of Pittsburgh Plus is going 
to have the effect of intensifying local con- 
ditions of prosperity and depression, which 
formerly flattened out into the national level. 

Still another effect of this localization will 
be a tendency toward substitution of short 
hauls for long hauls, which will mean less 
profitable business for the railroads, par- 
ticularly for the reason that motor trucks 
are being used to an increasing extent for 
short haul transportation. 


Conjecture as to Relocation 


GOOD deal of conjecture has been 
voiced as to the extent to which the 
steel producing industry will be relocated 
as a result of the abolition of Pittsburgh 
Plus. It may be stated conclusively that 
such relocation will be of the indefinite fu- 
ture rather than in the present. It may be 
stated roughly that a blast furnace, which 
in 1912 cost $1,125,000, now entails an out- 
lay of $2,500,000 to $3,000,000. This is a 
fair measure of the increased cost of build- 
ing steel units generally. In view of these 
high costs and the fact that money for 
financing new steel construction is not ob- 
tainable at much less than 7% to 8 per cent, 
new plants cannot hope to compete at pres- 
ent prices against the older establishments 
with a lower overhead charge. New plants 
will be built only when selling prices of 
steel make it possible to operate such plants 
profitably, so that they will not be built un- 
til the present capacity is sufficiently en- 
gaged to support higher average prices. In 
the meantime such new construction as now 
is being made is in the way of rounding 
out existing plants so as to diversify out- 
put. It may be stated conservatively, how- 
ever, the center of gravity in steel production 
continues to tend westward. 
A point which must not be overlooked 
in considering selling prices of steel is that 
the Pittsburgh Plus system permitted a steel 
buyer anywhere in the country to calculate 
quickly the approximate price a competitor 
in any other location was paying. With the 
Pittsburgh yardstick eliminated, this infor- 
mation is more difficult and sometimes im- 
possible to obtain. An illustration is the 
demoralization which has developed in the 
eastern cold rolled strip steel market. There 
are numerous manufacturers of cold rolled 
strip steel in the East, and when the Steel 
Corporation established a Worcester price 


on this product, the other makers encoun- 
tered confusing developments. Previously 
the market had been $4 base Pittsburgh, 
equivalent to $4.34 delivered New York 
Since the change strip steel has been sold 
at $4 base delivered New York, and there 
have been instances in the East where $3.90 
delivered failed to get the business. The 
market in the East on cold rolled strip steel 
has no degree of stability whatever, and 
neither consumers nor producers have any 
feeling of assurance as to what is ‘the right 
price. 


Judge Gary’s Comment 


UDGE GARY has expressed the belief 

that the industry, taken as a whole, will 
not materially suffer by the elimination of 
the Pittsburgh Plus system, but the Judge 
accompanied his words with the modifica- 
tion “if we are patient and reasonable— 
with perhaps some additional work and cost.” 
It now is feared that some companies are 
going to be put to a good deal more work 
and cost than others in adjusting them- 
selves. Requests for lower freight rates 
from certain mills to certain consuming 
points, complaints that independents are in 
numerous instances quoting prices that are 
equivalent to Pittsburgh delivered prices, 
and comments of one kind or another in- 
dicate that a good deal of ground will be 
gone over before the steel industry again 
is on an even keel. Some well-informed 
steel men hold the opinion that the aboli- 
tion of Pittsburgh Plus ultimately will 
prove impracticable, and that there will be 
a demand in a good many quarters before 
long that the Pittsburgh basing method be 
restored. 

In conclusion it may be asked whether, if 
it is wrong to sell steel on a Pittsburgh 
basis, is it right to sell grain or cattle on 
a Chicago basis? If the Pittsburgh Plus 
system is wrong, are not the other basing 
systems wrong? To anyone who has ob- 
served closely the initial results of the aboli- 
tion of Pittsburgh Plus the possible conse- 
quences which would ensue from the aban- 
donment of basing points generally appear 
so profound as to stagger the imagination, 
embracing as they do huge capital invest- 
ments, property values and the prosperity 
and happiness of large portions of our popu- 
lation. 


Peeping-Tom Law 


_— making public of income tax pay- 
ments is a sign of the increasing strength 
of the movement for the suppression of 
individualism and the extension of mass 
authority over what in the past have been 
considered private affairs, the National City 
Bank of New York commented in its month- 
ly letter. It is improbable that the publica- 
tion will be of any importance in aiding col- 
lections. The competitors, acquaintances and 
relatives who scan the list are much more 
likely to be interested in the information 
for what it may be worth to themselves 
than from any interest to aid the Govern- 
ment. Moreover, in view of the amount of 
tax-exempt income and the various lawful 
offsets against income in any given year, 
figures that are unexpectedly low have little 
real significance to readers who do not know 
the details of a report. 


Bank of Italy Employees to Have 
Controlling Interest 


By A. P. GIANNINI 


Founder of the Bank of Italy, San Francisco 


At Each Semi-Annual Period 40 Per Cent of the Institution’s 
Net Profits Will Be Set Aside as a Stock Purchase Fund. Each 
Rotation in 
Promotions Based on Efficiency. 


Employee Will Contribute to Fund from Salary. 
Offices Including Presidency. 


HEN I first began to think 

about the desirability of having 

our institution come under even- 

tual employee control, I had in 
mind the perpetuation of the policies and 
character of management that had marked 
the bank’s growth during the important 
formative years. It seemed to me that if 
we wanted to keep our organization intact 
and build it up from year to year, we must 
do something to merit this degree of per- 
manency from the members of the staff. I 
came to the decision that we should make 
it unnecessary for any one connected with 
the Bank of Italy to have an outside or 
additional interest. There are plenty of 
opportunities in our institution, and if we 
made our proposition attractive enough, and 
at the same time opened up the road to ex- 
ecutive appointment, through successive pro- 
motions, within the ranks of our own offi- 
cials, we should soon find that employment 
by the Bank of Italy was something in 
the nature of a “plum.” 

At the same time, as I reviewed the va- 
rious features of a plan such as I had in 
mind, I felt that here was something that 
would do much to improve the position of 
the so-called “white collar” worker. There 
has never been any adjustment in the busi- 
ness world that provides suitable recogni- 
tion for the loyalty and perseverance of the 
great army of indoor, or office, employees. 
The only thing that can do this, I believe, 
is some sort of an economic partnership. 

Moreover, I felt that the people who 
have been responsible for the success of 
our institution—who have helped to build 
it up and give it its character—should bene- 
fit by their efforts. We have never per- 
mitted our active officers, who are mem- 
bers of the board of directors, or the ex- 
ecutive or finance committees, to receive 
fees for their attendance at meetings; nor 
have we permitted them to enrich themselves 
by virtue of their association with the bank, 
from any outside channels. It, therefore, 
seemed to me that here was another argu- 
ment favoring the adoption of a stock own- 
ership plan. 


N framing the actual provisions of the 
plan, the board of directors sought to 
cover every contingency. It was felt that in 
general the following points must be kept 
in mind: (a) necessity for participation by 
every member of the staff—both officers and 


employees; (b) suitable recognition of ability 
and length of service; (c) perpetual posses- 
sion of a controlling block of stock by ac- 
tive employees, so that over a period of years 
ownership would not become dissipated; (d) 
consideration for the interests and rights 
of the present 14,000 stockholders, as well 
as the additional employee-stockholders; (e) 
protection against the acquisition of an undue 
proportion by any individual or small group; 
(f) a method of distribution that would 
guarantee the greatest measure of operat- 
ing effort, economy and efficiency throughout 
the organization. 

A committee was appointed by the board 
of directors to work out a plan that would 
meet all requirements, to weigh each factor 
in its relation to the others and arrive at 
a “workable” conclusion. The result of the 
deliberations of this committee is found in 
the plan that has been adopted by the bank. 

At each semi-annual period 40 per cent 
of the bank’s net profits (after dividends, 
depreciation and customary reserves have 
been deducted) will be set aside as the 
bank’s contribution to the stock purchase 
fund. To this amount will be added a sum 
contributed out of salary by each employee. 
The total of both amounts will be applied 
on the acquisition of stock. Each employee 
will then be entitled to such portion of the 
bank’s contribution as the employee’s con- 
tribution from salary bears to the entire 
amount contributed by all employees. 

The bank’s extra compensation plan now 
in effect, involving the distribution of a 
quarter of a million dollars each year, as 
well as the pension and group insurance 
plans are to be continued and will be taken 
care of out of the 40 per cent set aside 
semi-annually for the benefit of employees. 
This existing extra compensation plan will 
add to the salary of those individuals re- 
ceiving less than $6,000 annually, an amount 
ranging from 5 per cent to 10 per cent 
additional, based on each one’s length of 
service. The amount paid to employees in 
extra compensation will be applied toward 
the purchase of stock, as outlined in this 
new plan, and will at once provide for 
everyone’s participation, at least to the ex- 
tent of the extra compensation. 

As a reward for long and continuous ser- 
vice, every employee will be permitted to 
invest an additional 1 per cent of the an- 
nual salary for each year of service. 
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HE amount that one individual may 

contribute has been fixed at a minimum 
of 3 per cent of the annual salary (but for 
those participating in the extra compensa- 
tion plan, not less than the present amount 
of extra compensation). The maximum is 
10 per cent of the annual salary, plus the 
additional 1 per cent for each year’s ser- 
vice, but in no event to exceed 30 per 
cent. 

A trustee will be selected to act as the 
intermediary and make all stock purchases. 
The bank’s allotment each semi-annual pe- 
riod, and the contribution from salary by 
the employees, will be paid direct to the 
trustees. Stock will then be purchased and 
allocated to each individual’s credit. 

Special consideration has been given to 
married men, through the incorporation in 
the plan of a clause that increases the amount 
of their participation, based on the number 
of their children. 

In adopting the new stock ownership plan, 
the board of directors by resolution also 
went on record as favoring rotation in all 
offices, including that of president. The mo- 
tive underlying this policy is to encourage 
all employees to put forth their Best ef- 
forts and to demonstrate their abilities for 
advancement. Promotions will be made, not 
necessarily on the basis of seniority, but 
wholly upon demonstrated merit. It is hoped 
in this way eventually to give the bank an 
executive committee made up entirely of 
past presidents. 

It becomes obvious, from an examination 
of the plan that as the bank’s profits in- 
crease, the benefit to the members of the 
organization will be enhanced. This is cal- 
culated to stimulate productive interest and 
efficiency, with resultant continued improve- 
ment in the character of service given to the 
institution’s customers. 


WE want everyone connected with the 
Bank of Italy to realize that this is 
the place where his or her future lies, and 
that it is unnecessary for any individual in 
our organization to have an outside business 
interest. There is a big opportunity here 
for each one, and we believe that the adop- 
tion of this stock ownership plan, with the 
open road to executive appointment, will 
make association with the bank earnestly 
to be desired. The employees, through 
stock ownership, will have ultimate control 
of the bank. 


Draining Away Russia’s Capital 


By JEROME LANDFIELD 


Where Politics and Economics Are Inextricably Bound Together 


Every Policy Is Determined by Probable Political Effects. 


The 


Constantly Recurring Deficit Is Provided for by Make-Shift Ex- 
pedients Which Tend Toward Confusion and Eventual Chaos. 


HERE is one factor in a considera- 

tion of the situation in Russia which 

gives rise to confusion and frequent- 

ly to sharp controversy, and that is 
the political side. How often have I heard 
a man exclaim: “I would like to get the 
facts of the economic situation. Cut out 
politics!” But, desirable as this seems, it 
is impossible. In Soviet Russia economics 
and politics are inextricably bound up to- 
gether. The reason for this is that with 
the Soviet government politics is the first 
consideration, and every economic policy is 
determined, not so much by its intrinsic merit 
as because of its political effect. Everything 
else is sacrificed to the aim of maintaining 
the present régime and furthering world 
revolution. 

The economic situation of Russia under 
the Soviet régime is not difficult to under- 
stand, despite the confusion caused by the 
mass of misleading propaganda put out by 
the Bolshevik government with a view to 
concealing the wreckage and securing money 
and credit abroad. In their methods in this 
regard the Soviet authorities bear a striking 
resemblance to promoters seeking to sell to 
a gullible public stock in a wild-cat mining 
company. 


Elements of the Economic 
Situation 


HE elements of the Russian economic 

situation are simple. Here is a vast land 
empire of enormous natural resources prac- 
tically self-supporting in all its needs, with 
the exception of rubber, coffee and tea. It 
now has a population estimated at 130,000,- 
000, of which from 85 to 90 per cent are 
engaged in agriculture, carried on in a rather 
primitive way. Before the revolution in- 
dustry had made great strides, especially in 
textiles and in mining and metallurgy. The 
annual industrial production was estimated 
at six billion rubles or three billion dollars. 
The main basis of Russia’s economic: life, 
however, was agriculture, which represented 
60 per cent of the national production. Al- 
though the methods employed were primitive 
and the burden of taxation, direct and indi- 
rect, was heavy, the grain crop on the av- 
erage amounted to about four and a half 
billions poods (roughly 80 million tons), 
and it was possible to export about 15 per 
cent of this. The industries of Russia, 
though hampered by antiquated legislation 
and governmental interference and regula- 
tion, were making great progress and had 
little difficulty in obtaining capital some 20 
per cent of which came from foreign in- 
vestors. Everything was moving favorably 


and, had peace continued, there is no doubt 
that Russia would have attained an extraor- 
dinary degree of solid prosperity. Even with 
all the losses of the war, Russia, thanks to 
her man-power, her natural resources and 
her agricultural basis, was likely to recover 
much more quickly than any other Euro- 
pean country. 

But by the Bolshevik Revolution of No- 
vember, 1917, all was suddenly changed. Let 
us glance briefly at what happened in in- 
dustry, in agriculture and in finance. 

The Bolsheviks, partly fanatical commu- 
nists and partly criminal adventurers, made 
the revolution ostensibly on behalf of the 
industrial workers. To incite them to ac- 
tion they proclaimed the slogan of “Rob 
the capitalist robbers!” This naturally led 
to the wholesale seizure of factories and 
mines by the workers. Chaos ensued and 
production practically stopped. Gradually, 
after running the gamut of socialistic ex- 
periment and always failing to bring about 
any considerable production or labor effi- 
ciency, a kind of government ownership and 
control was put into effect, whereby the va- 
rious industries were segregated into what 
were called “trusts,” but which were in real- 
ity nothing but bureaucratic departments 
charged with the management of each in- 
dustry. 


Used Up or Destroyed Half the 
Capital 


HE character of the management inevi- 
tably made for inefficiency, looseness and 
colossal graft. The top-heavy bureaucracy 
constituted an overhead that more than 
doubled the cost. The result was that, al- 
though the plants and much raw material and 
capital had been simply expropriated with- 
out payment it was estimated that by last 
year these industries had used up or de- 
stroyed at least 50 per cent of the invested 
capital that had been taken over, while the 
prices of manufactured articles were so 
high that the peasant could not buy. Still 
there was no inclination to give up control 
of these industries and let private initiative 
have a chance, because the control of all the 
larger industries was regarded as one of 
the three “commanding heights” on which 
was entrenched the communist régime. The 
other two were the dictatorship of the Com- 
munist Party and the monopoly of foreign 
trade. The result of this ruinous handling 
of industry will be seen when we consider 
the situation of agriculture and finance. 
The agricultural peasants were a source 
of great apprehension to the Bolshevik lead- 
ers when they seized power. They knew 
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and feared the fact that the peasant is an 
individualist and a conservative by nature. 
They also knew that it was as hard to win 
the peasant to a program that exalted the 
workmen of the cities to a position of ruler- 
ship at the expense of the peasant as it is 
to make that anomaly, a farmer-labor party, 
operate. But they essayed the task by the 
same slogan loudly proclaimed of “Rob the 
robbers,” meaning to incite the peasants to 
seize the landowner’s land. As a matter of 
fact this seizure had already largely taken 
place in the summer of 1917 after the first 
revolution. Next the Soviet government 
declared that all land belonged to the state, 
and being hard pressed to feed the working- 
men of the cities, upon whose support they 
depended, they proceeded to requisition the 
peasant’s grain, leaving him merely enough 
for his minimum requirements. These requi- 
sitions were carried out by force, and the 
riff-raff of the village were encouraged to 
become informers on all who concealed their 
produce. This resulted in thousands of in- 
surrections, which were put down with fe- 
rocious brutality, and the peasant suffered 
a wholesale reign of terror. But they had 
a weapon up their sleeve by which they 
were able to bring the Bolsheviks to terms. 
Deprived of the incentive to raise a sur- 
plus for sale, they simply restricted their 
cultivation to what was necessary for their 
own subsistence. One result was the great 
famine in 1921. Another was the so-called 
“New Economic Policy” which Lenin an- 
nounced in March of that year. 


Turning Point in Fortunes 


New Economic Policy, or “Nep” 
as it is called for short, marks the turn- 
ing point in the fortunes of the Bolshevist 


régime. Briefly it permitted private trade 
on the part of peasants, substituting a tax in 
kind for requisitions. It also granted a cer- 
tain amount of liberty to cottage-industry 
and invited foreign capital to undertake cer- 
tain concessions. By its author the “Nep” 
was denominated “a strategic retreat before 
capitalism.” He explained that the at- 
tempt to introduce communism at one swoop 
into a country undeveloped industrially like 
Russia had been premature, and that now 
they would reach their goal through a transi- 
tional stage of state socialism. The peasant 
had conquered, and his recovered freedom 
of initiative was reflected in a considerable 
revival. But like all Bolshevist experiments 
the “Nep” was doomed to failure. A few 
foreigners were caught by the lure of Soviet 
concessions, only to lose their money. In- 
dustry in government hands went from bad 
to worse, and the Soviet authorities, after 
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the death of Lenin, facing their worst crisis 
and fearful of the rising class of petty in- 
dustrialists and merchants released by the 
“Nep,” and with whom the government in- 
stitutions could not compete again on pri- 
vate trade, put the petty merchants out of 
business, and exiled thousands of them as 
the Tsarist government had done with dan- 
gerous revolutionists. 

The causes of the crisis were not far 
to seek. When the gold reserve, seized on 
taking power, had run low, the one remain- 
ing asset of the Bolsheviks to keep the ré- 
gime going was the agricultural production ; 
and the export of grain, even from a starv- 
ing country, was their one means of obtain- 
ing foreign exchange. Look at the situa- 
tion. A country which required (with its 
present reduced population) at least 3 bil- 
lion poods of grain for its own subsistence, 
was raising but 2% billion poods. By out- 
rageous taxes and by forcing the peasant to 
sell in a market where the government 
stacked the prices against him, the latter 
was unable to accumulate any surplus capi- 
tal with which to buy implements, livestock 
or fertilizers. Likewise the peasant had 
no consuming power to purchase the high- 
priced industrial output, nine-tenths of which 
was absorbed by the people of the cities or 
lay unsold in warehouses. The govern- 
ment had to shut out foreign merchandise 
because it would undersell the state fac- 
tories. Every year the factories pile up a 
huge deficit, which has to be made up out 
of the budget. The budget, in turn in 
which last year there was a deficit of nearly 
500,000,000 rubles ($250,000,000) has to fall 
back on agricultural production as its one 
source of real money. So there you have 
the vicious circle—the inevitable net results 
of Bolshevik theory and practice. ° 


HEN we turn to finance the picture 
is equally hopeless, but not without 


Protecting Bondholders 
(Continued from page 298) 


GREAT deal can be said in support of 
the idea of an American Corporation of 


Foreign Bondholders. It is true that a lot 
of information is now available regarding 
foreign government securities. The reports 
of the Corporation of Bondholders at Lon- 
don and of the corresponding organizations 
in France and Belgium—the Association Na- 
tionale de Porteurs Francais de Valeurs 
Mobiliéres (organized in 1898) and the As- 
sociation Belge pour la Défense des Déten- 
teurs de Fonds Publics (also organized in 
1898 )—provide practically all the data neces- 
sary for forming a good idea of the credit of 
countries that have in recent years defaulted 
or suspended payments on any of their for- 
eign obligations. For the countries whose 
debt record is marred by no default, or at 
least by none of recent date, one must turn 
to other volumes, such as “Moody’s Govern- 
ments and Municipals,” “Kimber’s and 
Fitch’s Records of Foreign Securities” the 
“London Stock Exchange Yearbook” and the 
“British Stock Exchange Official Intelli- 
gence,” the “Annuaire des Valeurs” (official 
publication of the French Bourse), “Le Re- 
cueil Financier” (Belgian), etc. Also the 


an element of comedy. The Bolsheviks, 
with an ingrowing grouch against capital- 
ism, professed the belief that the mainstay 
of capitalism was money, and that to do 
away with money was the easiest and surest 
way to deal a death-blow to the enemy. The 
simplest way to do away with money was 
to print bank notes until they became worth- 
less. What a huge joke on the poor boobs 
of capitalists! Then they found that they 
themselves needed real money. Without it 
they could not coax the peasant to part with 
his produce or the foreign merchant to sell 
his goods. So here, as in other fields, they 
tried one expedient after another, all equal- 
ly futile. One of the laughable ones was 
to start the new year with a new kind 
of paper ruble, announcing that it was 
equivalent to a million of the previous ones. 
Then they established a goods-ruble, the 
equivalent of a fixed quality of rye or other 
commodity. Finally these wild radicals re- 
verted to the hated gold basis and put out 
a new currency, the chervonets (plural cher- 
vontsi). This currency consists of bank- 
notes which, according to the decree, must 
have a cover of at least 25 per cent of their 
value in gold, silver platinum and stable 
foreign currency. The remaining 75 per 
cent consists of merchandise, discounted 
bills, easily realizable bills of lading, etc. 
The chervonets is equal to 10 gold rubles, 
or a parity of about five dollars. Last 
spring the total issue was about 300,000,000 
rubles, or $150,000,000. Thus far these 
bank notes are not exchangeable for gold. 
As the issue is restricted to a small amount 
and the Soviet government, by means of 
its monopoly of foreign trade, is able to 
manipulate exports and imports to secure a 
favorable trade balance, the value of the 
chervonets has been artificially maintained 
The 75 per cent of the covering, however, 
is not very satisfactory, and there is no 
doubt that if the bars were let down and 


bulletins on the public finance of foreign 
countries issued by the Department of Com- 
merce and notes on current financial and 
economic conditions, based largely on cable 
reports from our foreign representatives, 
which have become so important a feature of 
Commerce Reports in recent years. 

But all these data should te gathered to- 
gether at some central source and should be 
available in ready form to the American 
public. 


HE clearing through one central organ- 

ization of information now available at 
the various sources just mentioned would 
make it more certain that the interested in- 
quirer would receive the fullest possible in- 
formation on any foreign security. While it 
might not always be expedient for such a 
central body to give advice as to the merits 
of particular issues, the data appearing in its 
annual reports or monthly or weekly cir- 
culars or furnished in reply to specific in- 
quiries could be presented so fully and clearly 
as to enable investors to form a more definite 
idea of the value of foreign securities. 

The Investment Bankers Association of 
America at its recent convention in Cleve- 
land approved a project of its Foreign Se- 
curities Committee calling for the establish- 
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the new currency had to stand on its own 
feet it would speedily depreciate. Within 
Russia its value, measured in the price-index 
has already gone down to about 70. 


HE fundamental difficulty of the finan- 

cial situation of Soviet Russia is, of 
course, the deficit in the budget. This deficit 
is largely caused by the enormous losses in 
government-managed industries, which have 
to be met by the Treasury either by direct 
appropriations or by loans from the gov- 
ernment banks. This deficit the govern- 
ment attempts to cover by issuing paper 
money and by levying still heavier taxes 
on the agricultural peasant. Thus in finance, 
as in industry and agriculture, we see the 
Bolshevik government caught in a circle 
from which there is no escape so long as 
it is wed to a system which contravenes 
human nature and economic law. On the 
other hand, the officials well know that to 
change the system and admit private ini- 
tiative and private property is to admit de- 
feat. 

All competent and impartial observers 
think that the Bolshevik régime cannot last. 
Its economic system can only lead to ruin, 
and its leaders cannet change that system 
because to do so is to abdicate. There is no 
possibility of evolution within the régime, 
because it rests on force and terror and to 
relax that terror would invite terrible re- 
prisals. 


EANWHILE life within Russia is as- 

serting itself. It springs up wherever 
the least opportunity is given, and it is 
slowly but surely forcing Bolshevism to the 
wall. And when the end comes, Russia, 
weak to be sure and terribly depleted in 
capital, may surprise the world by its capa- 
bilities for resuscitation and rehabilitation. 
It will also present a great opportunity for 
fruitful economic work. 


ment by the association of a central informa- 
tion service. Details of the plan are lacking 
but the association doubtless has in mind a 
service of the character described above. If, 
however, the service should be limited to 
members of the association, the results would 
not be so far-reaching as seems desirable. 

That this country will continue to be 
called upon for large foreign loans and in- 
vestments there is little doubt. Nor is there 
any question that if the United States is to 
float any considerable volume of foreign se- 
curities, the number of investors more or less 
regularly interested in such securities must 
be increased. To get our investors interested 
in foreign securities a campaign of educa- 
tion—not propaganda—is required. And as 
a reassuring means to this end, full and re- 
liable data easily available to the general 
public would be most effective. 

In this manner there might be established 
an organization which would serve the 
American public’along purely informational 
lines in an even larger degree than the Cor- 
poration of Foreign Bondholders at London 
now serves its clientele. And whenever oc- 
casion demanded intervention on behalf of 
American bondholders this organization 
would be ready for action. 


Security Investments of National 


Banks 


By WALTER MUHLBACH 


The Tendency to Accumulate Larger Proportions of Security In- 
vestments. They Are Also Devoting a Smaller Proportion of 
Their Resources to Commercial Business in the Forms of 


Loans and Discounts. 


T seems still to be the generally held 

theory that banks tend to build up a 

“secondary reserve” by investing large- 

ly in bonds during periods of slack 
demand for their funds with the intention of 
liquidating these investments during periods 
of business expansion. From this it is often 
observed that the course of bond prices is 
such that the bonds are usually bought when 
bonds are expensive and sold during periods 
of falling prices, and that the secondary 
reserve has thus caused the banks to sustain 
a loss. Or else, in order to avoid the loss, 
they may retain their security investments to 
the detriment of the interests of their cus- 
tomers through inability to lend as required 
by the needs of business. 

As early as 1912 Dr. Jacob Hollander, 
president of Johns Hopkins University, in a 
study of bond holdings of national banks as 
indicated in the annual reports of the 
comptrollers of the currency, called atten- 
tion (in the American Economic Review, 
December, 1913), to the fact that since the 
inception of the national system there had 
been evident a continuous tendency for the 
banks to enlarge their holdings of securities. 
At that time the ratio of other-than-govern- 
ment bonds to total resources of all national 
banks had reached nearly 9.5 per cent. This 
situation was considered so serious as to 
demand remedial action. While restrictive 
legislation was suggested, a more positive 
remedy was seen in the possibility of the 
“open discount market” then under discussion 
as a desirable outcome incidental to the 
“banking reform” agitation of that period. 
Some such development was thought to be 
imperative to check the policy of the banks 
of locking up ever increasing portions of 
their resources in unliquid investments, the 
results of which were held to be a restriction 
on lending power and more costly loans. 


Ratio of Other-than-Govern- 
ment Bonds 


HILE there have been no restrictive 

measures adopted to meet the situation, 
the passage of the Federal Reserve Act in 
1913 and the subsequent policies of the 
Board have brought about the establishment 
of an open market which, although not yet 
in a state of development that may be con- 
sidered entirely satisfactory, has presented 
the banks with somewhat “more acceptable 
kinds of investment for unemployed funds.” 
Nevertheless, a continuation of the study 
to date reveals a decided tendency for the 


phenomenon to continue at an increasing 
rate. Using the same method of computa- 
tion as in the earlier study, but subtracting 
“Bonds Borrowed” in order to avoid dupli- 
cation, we find that the ratio of other-than- 
government bonds to total resources in- 
creased from 9.45 per cent in 1912 to 10.9 
per cent in 1916, falling to 8.3 in 1919 and 
’20, but rising again in 1923 to nearly 11 
per cent. 

This development, alone, may seem to be 
not at all noteworthy. But in connection 
with other developments it appears of con- 
siderable significance. It will be noted that 
the above calculations include only other- 
than-government bonds. Prior to 1917 hold- 
ings of government securities were fairly 
evenly balanced by public deposits and note 
circulation. For this reason it was not felt 
that government bond purchases represented 
an “investment” purpose. But since 1917 
banks have been buying government securi- 
ties for other than public deposit and circu- 
lation security. By subtracting from the 
total of “Government Bonds” the amounts 
of “Notes Outstanding” and “Public De- 
posits,” we may consider the remaining fig- 
ure a very rough approximation to the 
amount of governments bought for invest- 
ment purposes. 

For fifteen years prior to 1917 this ex- 
cess of government bond holdings over the 
amounts of note circulation and public de- 
posits averaged approximately one-half of 
1 per cent of total resources. With the ini- 
tiation of the government’s war financing 
program the banks began to lay in large 
amounts of these war bonds and certificates 
of indebtedness. This heavy war paper 
buying continued for two years. In 1919 
the national banks held such paper to the 
extent of 8.9 per cent of their total re- 
sources. This ratio dropped to 5.87 per 
cent in 1920 and to 5.0 per cent in 1921. 
During the next two years, when the pro- 
portionate holdings of other-than-govern- 
ments was again increasing, the holdings 
of governments also increased, until in 1923 
the two types of investment considered to- 
gether reached a total of 19.12 per cent of 
total resources. 


Ratio Has Risen 100 Per Cent 
in Eleven Years 


eg it appears that in the past eleven 
years since the earlier study was made, 
the ratio has risen more than 100 per cent. 
It is true that during the war period such 
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The Increase Over Pre-War Holdings. 


an increase might be expected in view of 
the government’s war-finance policy. But 
the highest point has been reached five years 
after the signing of the armistice and four 
years after the flotation of the Victory Note 
issue. More significant still is the rise of 
the ratio of nearly 5 per cent since 1920 
after the previous fall of about 3 per cent 
in that year. 

Of interest also are the ratios of security 
holdings of the national banks to total credit 
extended, including in this total credit the 
total of loans and discounts and security 
holdings. According to our method of com- 
puting investments we find the ratio to run 
from 6.5 per cent in 1899 to a maximum 
of 26.8 per cent in 1919, falling to 18.7 
per cent in 1920 but rising to 25.5 per cent 
in 1923. A similar study in “Commerce 
Monthly” for September, 1923, which uses 
the data without correction for note circula- 
tion and public deposit security places the 
ratio at 30.0 per cent as of June, 1923. 

When we compute the ratios of loans and 
discounts to total resources, we find a rapidly 
rising curve, beginning at 32.5 per cent in 
1863, until 1890 when it reached the maxi- 
mum of 63.2 per cent. Since that time the 
ratio has steadily declined to a low point of 
51.5 per cent in 1919, rising in 1920 to 59.0 
per cent, but falling immediately thereafter 
to 54.6 in 1921 and remaining at approxi- 
mately that point during the next two years. 
Likewise the ratio of loans and discounts 
to total credit falls from the maximum of 
91.0 per cent in 1890 to the low point of 
73.2 per cent in 1919, recovering to 81.2 per 
cent in 1920, but descending to 74.6 in 1921 
and remaining around that point throughout 
1923. 

On the basis of these data, therefore, it 
is apparent that the national banks are con- 
tinuing their tendency to accumulate larger 
and larger proportions of security invest- 
ments; that while this may be considered a 
consequence of the war and the method of 
its financing during the period 1917-20, it 
is noted that the tendency has continued 
unabated since 1920; that the contrary ten- 
dency is evident in the case of loans and 
discounts, i.e., that the banks are devoting 
a smaller and smaller proportion of their 
resources to commercial business in the form 
of loans and discounts. 

The fear expressed regarding the situation 
existing in 1913 was caused by the appar- 
ent violation of commercial banking theory 
in that large portions of bank resources were 
thus being used to provide fixed capital rather 
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than commercial credit and the resulting lack 
of liquidity of large parts of the banks’ as- 
sets. There was -likewise felt to be cause 
for anxiety in the apparent tendency for the 
situation to continue indefinitely without an 
immediate goal. The question was perti- 
nent, how long will this tendency continue 
and to what extent will it affect the perma- 
nent ability of the banks to perform those 
primary functions for which they are held 
responsible? While it is true that the Act 
of 1913 has given us a considerably different 
banking system, I believe the question of the 
possibilities of danger in the situation is still 
worthy of serious consideration. 


Increase in Holdings Continuous 


HILE the increase in the other-than- 
government bond holdings amounts to 
only 114 per cent in the past decade, the re- 
sources of the national bank system have 
grown so tremendously during that period 
that this percentage involves approximately 
$1,300,000,000, or a 120 per cent increase 
over the pre-war holdings. The increase 
in the holdings of this class of investments 
was continuous throughout the period with 
the exception of 1918, in which year there 
was a very slight recession. This remark- 
able growth in security investments was un- 
doubtedly the result of the reduction in 
the reserves required under the Federal Re- 
serve Act and the recent great inflow of gold. 
Possibly also, for the period since 1920 espe- 
cially, it represents a combination of the 
desire to expand profits by making use of 
the lowered reserve requirements on the one 
hand and the lack of sufficient commercial 
needs on the other. 
The following table is taken from “Com- 
merce Monthly,” September, 1923: 


Investments of National Banks in millions 
of dollars 


Loans Ratio 
Total and of 

Dis- ibd 
counts* to 
“4” 
13.5% 

19.7% 

22.7% 

23.6% 

23.8% 

23.5% 

22.9% 

23.7% 

24.4% 

25.1% 

28.1% 

31.5% 

23.5% 

25.1% 

28.0% 

30.2% 

30.0% 


Other 
Secur- 
Date ities 


7/12/92 151 


6/30/21 
6/30/22 
4/ 3/23 
**6/30/23 


*Including rediscounts 
**Preliminary figures 


Another part-explanation of the growth 
in holdings of these securities may be found 
in the rise, during the past decade, of the 
further development of “bank integration”: 
the tendency of the banks to reach out and 
include, under the authority of the same in- 
stitution, many functions not heretofore rec- 
ognized as belonging, properly, to the prov- 
ince of commercial banking. Thus few 
banks at the present time fail to provide 
facilities for bond investment to their cus- 
tomers, while many banks have formally 
opened distinct “Bond Departments” which 
engage in the business of dealing in bonds 
while yet including the operations of the 


bond department in with those of the bank 
proper. To some extent, certainly, this in- 


. crease represents the addition of. a new func-. 


tion of the banks and includes the assets 
of this new department which, largely, are 
bought not for investment but for resale. 

There are several objections to this as- 
tounding accumulation of such securities by 
the national banks. It means that, as of 
the date last quoted in the foregoing table, 
approximately 15 per cent of the bank’s to- 
tal credit extension has been furnished defi- 
nitely for fixed capital purposes. As such 
it is ineligible for re-discount, non-liquid 
and “unshiftable.” . Possibly more serious 
still, from the point of view of the larger 
system and of policy, it means a violation of 
the theory upon which the whole structure 
of our banking system, and its regulation, 
is based. 


Most Important Increase 


UT the greatest and most important in- 

crease in holdings is with reference to 
government securities. For the first time 
in the history of the national banks a large 
investment interest has been gained in this 
type of paper. From the point of view of 
the individual bank, as a member of the 
Federal Reserve System, in the absence of 
offsetting disadvantages, this development 
might be made to appear a desirable sit- 
uation. These government securities are 
eligible as collateral security for direct loans 
from the Reserve Banks. As such they 
provide the most desirable form of secondary 
reserve for the member bank. So long as 
the Reserve Banks refuse (as, in fact, they 
should refuse) to pay interest upon member 
bank balances, so long will the member banks 
keep the reserve balances down to the mini- 
mum requirement. Additional funds, other- 
wise unemployed, may thus be devoted to 
the purchase of either re-discountable com- 
mercial paper or such government securities 
which may be used to the same end. Under 
the system prior to the Reserve Act bonds 
so held could be used to build up depleted 
reserves or to furnish funds for over-the- 
counter uses only by sale in the market, 
which, more likely than not, at the time 
was considerably depressed. Under the pres- 
ent situation these securities may be used 
either to build up balances (i.e., reserves) 
with the Reserve Banks, or to secure Reserve 
notes, not by what amounts to forced sales, 
but by an orderly process of business-like 
practice which obviates the serious losses 
occasioned by the former methods of se- 
curity liquidation. 

But from the point of view of the in- 
dividual bank the former practice (prior 
to the establishment of the Reserve Sys- 
tem) of relying upon “readily marketable 
bonds” for a secondary reserve also seemed 
sound in theory. But when it was recog- 
nized that all or a great many banks would 
be likely to desire to take advantage of the 
ready marketability of their secondary re- 
serve at the same time—then its weakness 
was made apparent. Likewise it is from 
the point of view of the system as a whole 
that the wisdom of the present practice must 
be judged. 

In the first place the development of the 
discount market and the consequent supply 
of desirable paper has not met the expecta- 
tions of the early enthusiasts who foresaw, 


in the bank acceptance particularly, a most 
satisfactory type of paper for bank invest- 
ment. While the Reserve . Board. adopted 
policies designed to popularize the bank ac- 
ceptance and to introduce it upon favorable 
terms into both foreign and domestic trans- 
actions, establishing exceptional discount 
rates, creating an ever-ready market, etc., 
the supply has never been sufficient to pro- 
vide the banks with the quantities desired. 
In the second place there has been an over- 
supply of short-time government paper to 
make up for the lack in the supply of the 
acceptance. As a matter of fact we note 
the anomalous situation in which commercial 
paper of the same maturity as government 
paper bears yet a lower rate of return. 
As a result the increased available funds 
of the banking system turned to the appar- 
ently most desirable short term investment; 
the treasury note and the treasury certificate 
of indebtedness, the supply of which in De- 
cember, 1923, was approximately five billions 
of dollars as compared with the one-half bil- 
lion supply of acceptances. 


What Will Be the Effect 


HAT may be the effect upon the bank- 

ing system as a whole of this huge pil- 
ing up of security investments? Whereas, 
from the point of view of the individual 
member bank the government securities are 
“shiftable” in that they can be passed on 
to the Reserve Banks as collateral or by sale, 
from the viewpoint of the Reserve Banks 
they are not liquid, commercial paper, nor 
are they further shiftable. To the Re- 
serve Banks they represent true value but 
in an unliquid form. Thus the extension of 
the member banks’ credit resources for other 
than commercial purposes (government 
paper representing very often consumption 
loans) means that collateral held by the Re- 
serve Banks may be composed of paper of 
this non-commercial sort. It is true that 
much of this government paper is of short 
usance and will be retired upon receipt of 
government revenue. But in fact it is never 
entirely so retired at maturity; the retired 
paper is immediately replaced with fresh 
issues the proceeds of which are used to 
retire the earlier issues. And it is not gen- 
erally true that the government is in much 
better position to meet its current obliga- 
tions upon maturity during periods of busi- 
ness depression and credit stringency than 
are private borrowers. 

As a matter of fact this government paper 
is not a desirable basis for the expansion of 
the credit system. If the situation should 
develop when these secondary reserves were 
turned over in large quantities to the Re- 
serve Banks it would mean the building up of 
a credit structure on the basis of a (largely 
unproductive) government debt. 

Our present over-supply of gold and its 
continued flow into the country causes any 
insistence upon the dangerousness of the 
present situation to appear to be a willful 
fashioning of immaterial bogies. At the 
immpediate time there is certainly no danger. 
But when that gold begins its outward flow, 
when the credit supply becomes less plenti- 
ful and the legitimate needs of business 
call upon the banks for funds which have 
thus become extended for investment and 
consumptive uses, then will the weakness of 
the present development be realized. 
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United 

7/23/97 279 205 

7/16/02 460 485 

8/22/07 675 769 

6/14/12 783 1,078 

6/ 4/13 796 1,094 

6/30/14 799 1,116 

~ 6/23/15 783 1,285 

6/30/16 731 1,621 

6/20/17 1,076 1,937 

6/28/18 2,130 1,840 

6/30/19 3,176 1,876 

6/30/20 2,270 1,917 

2,019 2,006 

2,285 2,278 

2,694 2,347 

2,694 2,376 


Buying in Germany on Blind Faith 


BY ROBERT CROZIER LONG 


Foreign Money Is Going Into Germany Not So Much Because 
of Dependence Upon Particular Securities but on a General 
Hope That Nation Is Coming Back. Germans Warn Against 


Promiscuous Investments. 


URING the past two months 

$100,000,000 of foreign money 

has gone into German securities. 

On the day this is written (Sept. 
1) there is proceeding a new foreign boom, 
the result of the passage through the 
Reichstag of the Dawes Bills. 

The foreign money is being invested—or 
speculated—not so much in German bonds 
and stocks as in “Germany.” Nine buyers 
out of ten show no forethought or dis- 
crimination but simply plunge in the expec- 
tation of Germany’s coming political and 
economic recovery. Even if the recovery 
is achieved such gamblers will lose. One 
instance will suffice to illustrate a danger. 
Lately there has been a boom in municipal 
bonds of Munich city. One post-war bond, 
issued in hopelessly depreciated paper marks, 
was driven up to a price of 1,400,000,000,000 
paper marks per 100 marks nominal. As 
this vast sum has a gold value of only 33 
cents, the quotation 
does not seem un- 
duly high. But the 
municipality of Mu- 
nich issued a com- 
muniqué mention- 
ing that 1,400,000,- 
000,000 paper marks 
at the present fixed 
exchange represents 
just twice as much 
in gold as the city 
received for each 
100 mark bond; and 
it added that na- 
turally it had no 
intention of paying 
its creditors 100 per 
cent more than they 
loaned to it. Dutch 
speculators were 
largely responsible 
for this particular 
boom, which is only 
one of many. Such 
foreigners will lose 
even if the most 
optimistic hopes of 
German restoration are at length realized. 


Even German Financial Papers 
Give Warnings 


EMORIES are short. The losses suf- 

fered by neutrals who bought German 
War Loan securities during the war, of 
Americans who bought German municipal 
bonds in 1920, and of foreigners of all 
nationalities who bulled the paper mark are 
forgotten. Germans themselves show a 
stronger sense of responsibility than some 


of these foreigners. Although, with an in- 
terest rate around 20 per cent for long-term 
loans, they urgently need foreign capital, 
their financial journals persistently publish 
warnings against some phases of the new 
foreign speculation. Yet a day after three 
such warnings appeared in three different 
Berlin newspapers, foreign buying of the 
least hopeful, kind of German securities 
reached its height. 

Money may be made in the most worth- 
less German securities by speculators who 
get out in time. But most non-Germans 
buy bonds and stocks 
in the belief that they 
are inherently worth 
more than their cur- 
rent quotations. That 
may be the case, but 
indiscriminate buy- 
ing will nevertheless 
be punished with 


The Bourse in Berlin 


loss. Present buying is more or less 
indiscriminate, being based on faith in 
“Germany,” not on knowledge of the legal 
and material position of the securities 
bought. In law German bonds have no 
value whatever. Stocks have a value, but 
the value is problematical. Yield is no 
guide because no dividends have of late 
been paid; and balance sheets are no guide 
because—with a few exceptions—they are 
all compiled in paper marks, and usually 
begin with the avowal that they are mean- 
ingless and have been issued merely to com- 
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Sharp Increase in Speculation. 


ply with a legal requirement. Past Bourse 
quotations are no guide because although 
German stocks in June, 1924, immediately 
before the boom began, stood at about 63 
per cent below their quotations of Novem- 
ber, 1923, there is nothing to show whether 
the quotations of the latter date were too 
high or too low. 


Mere Paper Mark Claims 


HE above is general. As foreigners are 
more inclined to buy bonds than stocks, 
apparently because the former are quoted on 
foreign Bourses, the 
facts about Federal, 
state and municipal 
loans will be given 

first. 

Outstanding today 
are about three bil- 
lion marks nominal 
of loans issued by 
minor states. For- 
eigners seldom buy 
these. The loans of 
the major states, 
Prussia, Bavaria, 
Saxony and Whurt- 
temberg, are incor- 
porated in the Debt 
of the _ Republic, 
which took over the 
liability in 1920 
when it took over 
the states’ railroads. 
The Republic’s out- 
standing debts are: 
Pre-War In Millions 

Issues: of Marks 
4% Federal 
31%4% Federal... 
3% Federal 
4% Colonial .... 


4%, 3%%, 3% 
Consols, form- 
erly Prussian.. 9,640 


4%, 3%%, form- 
erly Bavarian. 2,390 


1,970 


Brown Brothers 


Former Saxon, 


War Issues: 
5% 


Post-War Issues: 
Savings and 
1919 
Forced Loan, 
8-15% K. Treasury Bills..... 822,141,900 


Loan, 


Premium 


No total is drawn for the post-war loans, 
because they were raised in marks of 
enormously different gold value. The war 
loans were raised in only slightly depreciated 
marks, and may count with the pre-war 


Ads 
: 
i 
Baden, etc., 
pasery 
|| 
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loans as being originally gold. In German 
law, however, all pre-war, war, and post- 
war mark loans are mere paper-mark 
claims. A hundred marks nominal of pre- 
war “Threes,” for which the borrowing 
state received 100 gold marks, have pre- 
cisely the same legal status as 100 marks 
nominal of Forced Loan, for 282,020 millions 
of which the state received only about 
12,500,000 gold-marks. The principle “a 
mark is a mark” applies without any quali- 
fication. The 70 billion marks of outstand- 
ing pre-war and war loans have, “at the 
present fixed paper-mark exchange of 4,200 
billions to the dollar, a total value of under 
2 cents. 

Bourse quotations of these loans show 
something very different. They show that 
loans are publicly valued at ten billion fold 
and more of their nominal and legal value, 
and that the valuation has of late risen 
enormously. The following table shows 
how : 


Federal Fours 

Federal Three and one-halves 
Federal Threes 

Federal War Loan 

Colonial Fours 


4,200 billions to the dollar, even the smallest 
measure of restoration became impossible. 
In February, 1924, the Republic practically 
repudiated all its loans, and the loans of its 
component states. This was done in con- 
nection with the legislative regulation of 
equally depreciated private mortgages and 
bonds. At first the Stresemann and Marx 
Cabinets proclaimed that privately secured 
debts and the debts of the state would be 
annulled in the same way. Even the small- 
est restoration was refused and forbidden. 
“As state loan debts,” ran the official legend, 
“have been wiped out by depreciation and 
are not to be restored, it would be unjust 
to restore mortgages and industrial bonds.” 
The expropriation by the state of its bonds 
would benefit the tax-payer, and the ex- 
propriated gain of mortgagors and indus- 
trial bond debtors could be taxed away, also 
to the benefit of the public. 

That was the oft-asserted official policy. 
In part it failed, owing to the angry out- 


Berlin Bourse Quotations in Billions of 
Paper Marks per 100 Marks Nominal. 
Dec. 31, 1923 Sept. 1, 1924 


Basis of the Boom 


N German law, as stated, these valuations 

have no justification. The big differ- 
ences in the quotations are due to special 
circum st antes: 
“Threes” have al- 
ways been a foreign 
favorite; Colonial 
“Fours,” some opti- 
mists believe, will be 
taken over as a local 
liability by the for- 
mer colonies. The 
general basis of the 
boom is the expecta- 
tion that at some fu- 
ture date the Re- 
public will compen- 
sate its original 
creditors (and later 
speculative buyers) 
by restoring some 
part of the original 
gold values of the 
loans. The real 
question which for- 
eign buyers ought to 
answer before com- 
mitting themselves 
is: Is there any 
reasonable prospect 
of such restoration? 
The following are 
the facts: 

The status of all 
mark loans as mere 
paper-mark claims upon the Republic has 
existed since August, 1914, when the paper- 
mark, regardless of its shifting gold value, 
became the only legal currency. After that 
the gold value of the loans could only have 
been restored by a recovery in the gold 
exchange of the mark. Hope of this died 
in 1919; and when the mark in November, 
1923, was stabilized at its lowest value of 


cry of mortgagees and holders of private 
bonds. The Marx Cabinet conceded a res- 
toration (Aufwertung) of mortgages and 
private bonds to the extent of 15 per cent 
of their original gold value. The cabinet’s 


The hanging railroad of Elberfeld which has been made twice as long as formerly. 


argument as to the identical status of pub- 
lic and private debts was now turned 
against itself. “If private creditors are to 
get 15 per cent,” asked holders of loans, 
“why should public creditors get nothing?” 
This logic was unanswerable; but as the 
Republic and the states could not, for finan- 
cial reasons, restore any part of their debts, 
the Marx Cabinet devised an ingenious 


academic solution which skilfully avoided 
formal repudiation, while promising nothing. 
The “Third Taxation Decree” of February, 
1924, after restoring private debts to 15 
per cent, proceeded: 


“Interest and repayment of loans of the Re- 
public and states contracted in marks before the 
coming into force of this decree cannot be de- 
manded until after all Reparations liabilities are 
discharged.” 


Germans Never Misunderstood 


HIS enactment was never misunderstood 

by Germans. It was “a sop to Cerberus,” 
and a very meagre sop. It meant that the 
state did not actually annul its liabilities, 
and that it might reconsider them twenty 
or thirty years hence, but it did not prom- 
ise to reconsider them even then, and in the 
meantime the bondholder had no claim 
whatsoever. 

Undoubtedly this was de facto repudia- 
tion. Nevertheless loan quotations rose on 
the Bourse, and they continue to rise. The 
cause of the rise does not lie in the present 
legal status, as determined by the February 
decree, which is hopeless; but in the vague 
expectation of a revision of that decree. A 
Reichstag commission has been considering 
a plan to increase the 15 per cent ratio for 
private debts. In connection therewith, cer- 
tain parties which during the May Reichs- 
tag elections made reckless promises to the 
public-bond holding class, submitted pro- 
posals for a partial Aufwertung of Loans. 
To these proposals the Government has re- 
turned an emphatic “No!” So far therefore 
there is no hope whatever that the foreigners 
who are paying from 20 cents to more than 
a dollar for 100 
marks nominal of 
the various loans 
will get their money 
back. 

The position of 
municipal loans is 
somewhat different. 
For these the “Third 
Taxation Decree” 
made a special pro- 
vision: “In indi- 
vidual cases where 
there are special 
conditions, the state 
authority may regu- 
late the matter 
otherwise than in 
Paragraph 1.” (The 
paragraph postpon- 
ing treatment of 
state loans until rep- 
arations are paid.) 

In practice this 
means that where 
the proceeds of mu- 
nicipal loans were 
invested profit- 
earning —_-undertak- 
ings, such as gas, 
electricity and street- 
car systems, a mu- 
nicipality may be compelled to restore its 
loans partially. Possibly those municipalities 
which desire to borrow in foreign markets 
will do so. But the measure of restoration 
will be small. Berlin Municipality has 
voted to pay back 5 per cent of the original 
gold value of its bonds, but only to specially 
needy bondholders. From such measures no 

(Continued on page 359) 
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How “In God We Trust” Was 
Heralded on Our Coins 


By LEWIS ALEXANDER 


An Obscure Minister, Feeling That the Nation Should Be 
Relieved from the Ignominy of Heathenism, Suggested the Adop- 
Secretary of Treasury Chase Selected Exact 


tion of a Motto. 


Phrase. The Controversy with Roosevelt Over Its Omission. 


T is to an obscure minister of the gos- 
pel that the United States may at- 
tribute the motto “In God We Trust” 
that is heralded on all American coins 
large enough to admit of this impressive 
phrase. But the real author of the device, 
the time-seered records of the Treasury 
Department disclose, was Salmon P. Chase, 
Secretary of the Treasury under Lincoln 
during the stirring times of the Civil War. 

In November of 1861—when the success 
at arms of the Confederate armies made it 
seem possible that the nation might be 
broken up beyond reconstruction—a letter 
came to his desk at ‘Washington. It bore 
the postmark of Ridleyville, Pa, a small 
hamlet in the Keystone State. 

Under the date of the thirteenth, M. R. 
Watkinson, signing his signature as a 
“Minister of the Gospel,’ wrote: 

“You are about to submit your annual 
report to Congress respecting the affairs 
of the national finance. 

“One fact touching our currency has 
hitherto been seriously overlooked. I mean 
the recognition of the Almighty God in 
some form in our coins. 

“You are probably a Christian. What if 
our Republic were now shattered beyond 
reconstruction? Would not the antiquaries 
of succeeding centuries rightly reason from 
our past that we were a heathen nation? 
What I propose is that instead of the god- 
dess of liberty we shall have next inside 
the thirteen stars a ring inscribed with the 
words ‘perpetual union’; within this ring 
the allseeing eye, crowned with a halo; 
beneath this eye the American flag, bearing 
in its field stars equal to the number of the 
States united; in the folds of the bars the 
words, ‘God, liberty, law,’ 

“This would make a beautiful coin, to 
which no possible citizen could object. This 
would relieve us from the ignominy of 
heathenism. This would place us openly 
under the Divine protection we have per- 
sonally claimed. From my heart I have 
felt our national shame in disowning God 
as not the least of our national disasters. 

“To you first I address a subject that 
must be agitated.” 

The appeal to relieve the nation from 
the “ignominy of heathenism” met with 
a prompt response from Secretary Chase, 
who was not so busily engaged in finding 
a way to finance the waging of war that 
he could not attend to such a mission. 
Under date of November 20, 1861, he ad- 


dressed a letter to James Pollock, the 
Director of the Mint, at Philadelphia. 

“No nation can be strong except in the 
strength of God, nor safe except in His 
defense,” Secretary Chase wrote. “The 
trust of our people in God should be de- 
clared on our national coins. You will 
cause a device to be prepared without un- 
necessary delay with a motto expressing in 
the fewest and tersest words possible this 
national recognition.” 


A Barrier Appears 


HE instructions could not be carried 

out, however, for it was pointed out that 
Congress by an Act back in 1837 had pre- 
scribed the mottoes and devices that the 
mint could place upon the coins of the 
United States. This barrier blocked the 
way so that nothing could be done until 
Congress should enact the necessary legis- 
lation. 

The correspondence that passed between 
“James Pollock, Esq.”—as the Director of 
the Mint signed his rather lengthy letters 
to the head of the Treasury—and Mr. 
Chase reveals that the director was just 
as anxious as his chief to express the trust 
of the American people in the deity. In 
December of 1863 he submitted to Secre- 
tary Chase for approval designs of the 
new 1, 2 and 3-cent pieces, on which it 
was proposed that either “Our Country; our 
God” and “God, our Trust” should appear. 

Mr. Pollock, mindful of the need for the 
use of as few words as possible, discussed 
the problem somewhat in detail in a letter 
which is in the archives of the government 
at Washington. 

“In the adoption of mottoes, heraldic 
usage and the necessities of our case, re- 
quire beauty,’ he wrote. “We must con- 
dense to place it properly on the coins. 
Too many words crowd the scroll and 
would make illegible the mottos on coins, 
the size of most of the gold; silver and 
bronze coins of the United States now in 
use, as proposed to be introduced. * 

“Beauty is more strikingly comprehensive 
than amplification. The phrase ‘God and 
our Country’ is not only historical but ex- 
presses better the idea of universal sover- 
eignty over the nations, including our own, 
than the words ‘Our God and our Country.’ 
The repetition of the word ‘our’ is, in a 
literary sense, objectionable; besides it is a 
word of limitation and appropriation, and 
this reduces the grand idea of God over 


311 


all nations and the only God of the nations, 
to a God limited to a locality, which locality 
is ‘our country.’ 

“In God we trust,’ or ‘God our trust,’ 
are both appropriate and equally expressive. 
I prefer the latter because of its beauty 
and compact expressiveness. ‘God is our 
Shield’ is an admirable motto, but for the 
purpose of our coinage contains too many 
words; and is perhaps objectionable in this, 
that the device is a shield, and the motto 
should never name the device; so. heraldry 
and numismatics. 

“But these questions can be determined 
when the coinage is authorized. It is not 
proposed to adopt both the ‘Shield’ and 
‘Washington’ pieces. They are only speci- 
mens. One or the other, or some other, 
but only one to be selected and adopted.” 


Chase Selects Motto 


HILE Mr. Pollock expressed favor 

of the phrase “God Our Trust,” 
Secretary Chase thought that “In God We 
Trust” would be more effective and direct. 
So early in December he dispatched a letter 
to the Director approving the mottos but 
suggesting that, on the obverse of the 
Washington coin, the motto should begin 
with the word “Our,” so as to make the 
phrase read “Our God and Our Country,” 
while the shield should bear the revised 
motto “In God We Trust.” 

Taking the course of the regular legis- 
lative channels, an act was passed on 
April 22, 1864, changing the composition of 
the l-cent piece and authorizing the coinage 
of the 2-cent piece, the devices of which 
were to be fixed by the Director of the 
Mint. It was on the 2-cent bronze piece 
that the famous motto “In God We Trust” 
first appeared. The impression that this 
act created throughout the country was dis- 
tinctly favorable. On March 3, 1865, Con- 
gress passed an act providing that, in ad- 
dition to the legend and device on the gold 
and silver coins of the United States, it 
should be lawful for the mint to place the 
motto “In God We Trust” on such coins 
as would admit of this inscription. Under 
this act the motto was inscribed on the 
double eagle, eagle and half eagle, and also 
upon the dollar, half and quarter dollar, 
in the latter half of 1865. The coinage act 
of 1873 provided that the Secretary of 
Treasury might cause the famous motto 
to be inscribed on all coins that would admit 
of such a device. However, when Congress 
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later enacted the revised statutes, that part 
of the coinage act was omitted; and later 
the omitted portion of the law was repealed. 

For more than a quarter of a century 
the mints continued to strike off the Amer- 
ican coins bearing this motto. The sentence 
“In God We Trust” became a sort of 
standard feature of the gold and silver 
coins, and there was not the slightest 
ripple on the surface until 1907 when there 
was a great flareup in which the late 
Theodore Roosevelt stood out as one of 
the principal figures. 


The Roosevelt Incident 


OOSEVELT was a man of parts, with 

a keen understanding of the value of 
publicity. His interest ranged from ex- 
posing alleged nature fakirs to improving 
the beauty of our American coins by 
patterning them after the high relief Greek 
coins. In 1905 the President had Augustus 
Saint Gaudens, the famous sculptor, as his 
dinner guest at the White House. During 
the repast the two talked enthusiastically 
over the beautiful old Greek coins, and 
Roosevelt confided that he would have the 
mints stamp a modern version of the coins 
in spite of all opposition. He persuaded 
Saint Gaudens to undertake the commission 
of making models for coins to replace what 
had been called “our metallic nightmares.” 
With amazing energy Saint Gaudens en- 
tered upon the task. His son states that 
he made seventy models of the flying eagle 
before he produced the figure that appears 
on the gold coins. The head of Liberty 
was modeled for one of the coins, and it 
was the sculptor’s idea that a wreath of 
laurels should encircle her head. However, 
the President suggested enthusiastically that 
the sculptor should put a head dress of 
feathers on the profile of Liberty to give 
the coin a distinctive American touch. In 
other respects the President took a lively 
personal interest in the preparation of the 
models for the coins, inspecting them and 
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making numerous suggestions as they prog- 
ressed. The problem of inscriptions proved 
quite difficult, for the designer had to place 
forty-six stars on one coin and thirteen 
stars with the legend “E Pluribus Unum” 
on the other, in addition provision had to 
be made for the date, the denomination of 
the coin and the words “United States of 
America.” 

But in due course of time the designs 
were approved and the first coins were 
struck off by the Philadelphia mint. 


The Wave of Protest 


ITHIN a short time letters were 

received by the Director of the Mint 
calling his attention to the fact that the time- 
honored motto “In God We Trust” had been 
left off the new coins and expressing bitter 
disapproval of this apparent effacement of 
the nation’s trust in the deity. President 
Roosevelt was assailed, and it was charged 
that he had ordered the motto off the coins. 
Ecclesiastic assemblages, by resolution, 
condemned the removal of the motto, and 
there was widespread feeling on the part 
of the people that taking such an inscrip- 
tion off the coins was unfortunate in that 
some might think it meant the disavowal of 
all trust in God. 

The newspapers abounded with old gibes 
at the phrase, some treating the motto with 
seeming levity. The action created wide 
comment throughout the land. Signs “In 
God We Trust—All Others Pay Cash,” 
and similar attempts at jocularity appeared 
in shops. The newspapers devoted much 
space to the incident. 

At the outset of the controversy, Presi- 
dent Roosevelt made public a letter in 
which he stated his position. 

“When the question of the new coinage 
came up we looked into the law and found 
that there was no warrant therein for put- 
ting ‘In God We Trust’ on the coins,” Mr. 
Roosevelt stated. “As a custom, although 
without legal warrant, had grown up, how- 
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ever, I might have felt at liberty to keep 
the inscription had I approved of its being 
on the coinage. But as I did not approve 
of it, I did not direct that it should be put 
on. 

“My own feeling in the matter is due 
to my very firm conviction that to put such 
a motto on coins, or to use it in any 
kindred manner, not only does no good, but 
does positive harm, and is in effect irrever- 
ence, which comes dangerously close to sacri- 
lege. A beautiful and solemn sentence, such 
as the one in question, should be treated and 
uttered only with that fine reverence which 
necessarily implies a certain exaltation of 
spirit. Any use which tends to cheapen 
it, and, above all, any use which tends to 
secure its being treated in a spirit of 
levity, is from every point of view pro- 
foundly to be regretted.” 


bese White House letter, expressing the 
personal feelings of the President, did 
not bring about complete accord. Many 
thought he had blundered. The thought 
that the religious sentiment of the Amer- 
ican people had been somewhat effaced per- 
sisted. The President, conscious of this, 
announced that “if Congress alters the law 
and directs me to replace on the coins the 
sentence in question, the direction will be 
immediately put in effect.” 

It has been said that President Roosevelt 
ordered the motto to be removed from the 
gold coins. This is refuted, however, by 
Miss Mary M. O’Reilly, the assistant di- 
rector of the mint, who is acquainted with 
all details of the preparation of the coins 
by dint of her long service in the govern- 
ment work. The models, she states, were 
perfected by Mr. Saint Gaudens and pre- 
sented to the President for his inspection. 
Inasmuch as it was permissive and not man- 
datory that the motto should appear on 
the coin, President Roosevelt approved of 
the eagle and double eagles with this device 
omitted. However, Miss O’Reilly lays em- 
phasis upon the point that the President 
never directed the withdrawal of the de- 
vice from the coins. 

The controversy was not entirely quieted 
until Congress acted in the spring to restore 
the motto to the national coins. The Act 
of May 18, 1908, provided that “ ‘In God 
We Trust,’ heretofore inscribed on certain 
denominations of the gold and silver coins 
of the United States of America, shall here- 
after be inscribed upon all such gold and 
silver coins of said denominations as here- 
tofore.” And on all gold and silver coins 
struck off by the mints since July 1, 1908— 
with the exception of the dime—those four 
significant words have been imprinted. 


Substitute for Coal 

“Whenever a commodity rises to an ex- 
orbitant price there is an inevitable search 
for a substitute. This is now happening 
in the anthracite trade. Reports from 
France, the best customer for Welsh anthra- 
cite,” says the Manchester Guardian Com- 
mercial, “state that experiments are being 
made to introduce a new system of cen- 
tral heating by oil. Consumers are driven 
to make other experiments, because they 
cannot afford to buy anthracite delivered 
at or about £5 per ton.” 


_ 


The First Overseer of the Mark 


By REUBEN A. LEWIS, JR. 


A Youthful American Becomes the First Financial Overseer 
that the Nation Ever Had. At 32 Years of Age, Parker Gilbert 
Assumes the Most Important Post Under the Dawes Plan. 
Mellon Tells How He Helped to Shape the Treasury’s Policies. 


32-year-old American soon will have 

more power over the finances of 

the German nation than William 

Hohenzollern was invested with 

at the height of his saber-bristling, auto- 
cratic career. 

For the post of Agent General of Repara- 
tions, to which S. Parker Gilbert, Jr., was 
recently designated, makes 
him a virtual paymaster of 
reparations—an official clothed 
with discretionary powers 
sufficiently broad to affect not 
only the economic life of Ger- 
many but that of the allied 
nations as well. To him has 
been assigned the most impor- 
tant role under the Dawes 
plan, which has as its objec- 
tive the restoration of stabil- 
ity in a world that has not yet 
recovered from the ravages of 
war. 

It is an astounding thing 
that the representatives of the 
Continental countries, where 
gray heads and seasoned years 
are so patently accepted as the 
symbols of wisdom, should 
have tendered this position to 
an American with less than 
ten years’ experience in the 
realm of finance. Scarcely 
ten years ago, the ink was 
hardly dry on the diploma 
that Harvard University is- 
sued, cum laude, proclaiming 
that the degree of LL.B. had 
been conferred on a youth 
from Plainfield, N. J. And 
now he is to have the authori- 
ty to control the amount of 
cash that can be transferred 
in the form of reparations 
from Germany to the allies, 
to buy or sell foreign ex- 
change, to send the mark up 
or down, to say whether or 
not the burden of reparations 
exceeds the capacity of Ger- 
many to pay. 


A Financial Overseer 


E will be the virtual head of the new 

gold bank that is to be set up with a 
capital of $100,000,000 with the exclusive 
right to issue paper currency. The German 
bank’s note issue will be under his control. 
He will supervise the German budget to 
see that taxes are collected, domestic ex- 
penditures do not run riot and provision is 
made for the payment to the allies. Inas- 


much as the revenues from the German rail- 
roads and other industrial monopolies are 
to be pledged in part payment of repara- 
tions and as security for the new $200,- 
000,000 loan, the Agent General will assume 
at least a partial direction of industrial 
mechanism of the country. The way in 
which the $200,000,000 loan is spent will re- 


S. Parker Gilbert, Jr. 


quire his sanction. A recital of the many 
responsibilities indicates why experts are of 
the opinion that “The Agent For Repara- 
tions Payments” is far and away the most 
important official created by the Dawes 
plan. 

Doubtless there will be hundreds of 
knotty problems to develop during the op- 
eration of the Dawes plan. The machinery 
for inforcing it must be built up. The 
plan is by no means a rigid, perfect scheme. 
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Harris & Ewing 


The framers, with full knowledge of all 
conditions, made it elastic so that it might 
be altered to meet any contingency that 
threatens to make the plan abortive. There 
are so many factors entering into the 
scheme of things that the directing head 
must have an intimate knowledge of fiscal 
affairs, politics, finance and law, an all-em- 
bracing combination. Happily, 
the mental equipment of 
Parker Gilbert includes a 
command of all these subjects. 
And, doubtless, it was just this 
happy and most exceptional 
combination that prompted the 
Reparations Commission to 
tender the post to this youth- 
ful American. 


The “First”? Habit 


ARKER GILBERT will 
have powers that would 
make Mussolini or Primo Riva 
pale into insignificance. For 
without the regal trappings 
and pomp, he will be a sort of 
an overlord of finance, the 
first that Europe has ever had. 
But Gilbert has a way of 


being first — acquiring. the 
habit at a tender age. 
The biographers of men 


who have arrived frequently 
are more generous in their 
statements as to early achieve- 
ments than they are accurate; 
especially in alluding to the 
scholastic accomplishments of 
their subjects. It has been 
said that Gilbert led his class 
in academic work at Rutgers 


College. An inspection of the 
record supports state- 
ment. The little New Jersey 


college has conferred three 
degrees upon Gilbert — A.B., 
A.M. and M.Sc. A _ request 
for his scholastic record 
brought forth the following 
list, which speaks with elo- 
quence of the range of his 
mind : 

Tunis Quick English Grammar and Spell- 
ing prize, June, 1909. 

Spader prize in Modern History, Ist Prize, 
June, 1910. 

Van Vechten prize for essay on Missions, 
June, 1910. 

Van Doren prize for essay on Missions, 
1910-1911. 

Van Vechten prize for essay on Missions, 


1911. 


; 
| 
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Class of 1876 prize in Political Science, 
1911-1912. 

Vail prize for Scholarship, 1911-1912. 

Bradley prize in Roman Law, 1911-1912. 

Luther Lafflin Memorial prize in Mental 
Science, Ist prize, 1911-1912. 

J. P. Wall Targum prize, Ist prize, 1911- 
1912. 

Commencement speaker, 1912; Phi Beta 
Kappa, 1912; Special honors in Political 
Science, Latin and Philosophy. 

In 1911—it was added—he read a paper 
before the New Brunswick Historical So- 
ciety on the subject of “New Jersey’s Atti- 
tude on the Question of the Regulation of 
Commerce and its Significance in American 
Constitution History.” At that time, Gil- 
bert was just 19 years old. 


Bounding Up the Ladder 


H® was the ranking scholar in the law 
school at Harvard, where he graduated 
in 1915 with honors. During the next 
three years, he worked as a law clerk 
in the offices of Cravath and Hender- 
son in New York. One of the mem- 
bers of the firm was Russell C. Lef- 
fingwell and it was due to this asso- 
ciation that Parker Gilbert entered the 
government service. For Mr. Leffing- 
well became Assistant Secretary of 
the Treasury and he enlisted Gilbert’s 
aid on the War Loan Staff after the 
younger American had tried in vain 
to win a place in the army. At Wash- 
ington, he had some consolation be- 
cause his work centered around the 
War Loans and he played an active 
part in making possible the flotation 
of these issues that paid for the 
sinews of war. 

The “first” distinction bobbed up 
again a short time afterward. 

Gilbert was designated as the first 
Assistant Secretary of the Treasury 
in charge of fiscal affairs. “Fiscal 
affairs” has a flat, technical ring that 
is meagerly descriptive of the work 
that the office embraces. A hint of 
the duties is given by the statement 
that the holder of the office is 
“charged with the supervision of finances.’ 
The idea of magnitude grows somewhat 
when an enumeration of the functions shows 
that he had general supervision of all mat- 
ters relating to the Bureau of the Budget, 
Commissioner of Accounts and Deposits, 
Division of Bookkeeping and Warrants, 
Division of Deposits, Treasurer of the 
United States, Comptroller of the Currency, 
Federal Farm Loan Bureau, Section of 
Statistics, Government Actuary, Commis- 
sioner of Public Debt, Division of Loans 
and Currency, Register of the Treasury, 
Division of Public Debt Accounts and 
Audits, Division of Paper Custody, Savings 
Division, Bureau of Engraving and Print- 
ing, Mint Bureau, Secret Service Division, 
Disbursing Clerk. 


Refunding the Debt 


maze of bureaus and divisions may 
sound like a catalog of government of- 
The biggest problem that Gilbert 
faced in Washington was the refunding of 


fices. 


the short-dated debt. The United States, 
at the end of the war, found itself with a 
national debt of $25,000,000,0%. The Lib- 


AMERICAN BANKERS ASSOCIATION JOURNAL 


erty Loans and the Victory Loan issues had 
been floated in such a manner that $7,500,- 
000,000 of the billions that the government 
borrowed from the people to finance the 
war matured within the span of two years. 
The government could not possibly pay off 
all of the debt maturing so the problem 
was to retire as much as possibfé and re- 
fund the rest, without disturbing business. 
It is no little task for any nation—even the 
wealthiest nation in the world—to wipe out 
a billion dollars of indebtedness a year and 
pay the operating costs of government at 
the same time—all without putting a strain 
on business. But that is what the Treasury 
did. In a manner as unobtrusive as the 
war loan drives were spectacular, it bor- 
rowed $7,500,000,000 from the American 
investors within two years, retired two bil- 
lions and refunded $5,500,000,000 into a 
succession of manageable maturities running 
over a five-year spread. It required 
eighteen individual operations to do it but 


A medal just struck off by the U. S. Mint—The first to 


be made of an undersecretary 


the refunding was done so quietly that the 
country hardly knew that the largest finan- 
cial operation in peace-times was accom- 
plished until it was over. Each issue was 
oversubscribed. It is a delicate and 
ticklish task to fix the rate; for the Treas- 
ury must “hit” the market rate, not paying 
more than it has to for the money but 
enough to insure the success of the opera- 
tion. 

The Undersecretary of the Treasury, 
though it is not widely known, is one of the 
world’s largest investors. His duty is to 
recommend the investment of the govern- 
ment funds. This operation runs as high 
as a billion dollars a year, for he must 
purchase government securities for the sink- 
ing fund, invest the money for the civil 
service retirement fund, keep the revenues 
accruing to the Veterans Bureau from the 
sale of life insurance employed and see 
that the millions intrusted to the Alien 
Property Custodian draw interest for the 
German owners. The Treasury, by its pur- 
chases for these various interests, can con- 
trol to a measurable extent the price of the 
various issues. It is pertinent to point out 
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that, during the time Parker Gilbert initi- 
ated the policies for the purchase of Federal 
securities, the Liberties, way below par at 
one time, climbed up above the $100 mark. 


Shouldering Responsibilities 


HESE two responsibilities—out of the 
multitude of others—are heavy ones to 
load upon the shoulders of a man who had 
not yet attained an age of thirty years, but 
Gilbert shouldered them so creditably that 
he was hailed as the most extraordinary 
prodigy in the sphere of Federal finance 
since Alexander Hamilton retired as Secre- 
tary of the Treasury at the age of 38 years. 
If there is one trait of Parker Gilbert 
that stands out prominently it is directness. 
He has the ability to get to the point 
quickly, but without any suggestion of 
brusqueness. This probably accounts for 
his ability to get so much done. One would 
not say that he is obscure, but certainly he 
is unobtrusive. He is not a limelight 
chaser. When reporters flocked 
around to the New York law office, 
where he was engaged at the time of 
his selection to this important post, it 
was said that he was so busy he would 
not have time for comment on his 
appointment. 
Gilbert is a tall, spare fellow, slight- 
ly over six feet in height. Under a 
shock of brown hair that is parted a 
little off center and refuses to lay 
down in order is a pair of blue gray 
eyes that has the knowing look of a 
scholar. A prominent nose and a gen- 
erous mouth give a scholarly appear- 
ance to his thin, rather pale, face. He 
is young—for he was born on October 
13 just 32 years ago—but there is 
nothing impressively youthful in his 
makeup. His clothes incline to plain, 
simple patterns without a show of 
opulence. 


A Glutton for Work 


ILBERT an _ indefatigible 

worker. The Washington cor- 
respondents, who frequently sought 
his aid in interpreting some financial 
development, could call his office almost 
any night up to midnight and find him plug- 
ging away on something. Although there 
appears to be a legend that nobody who 
works for the government ever lingers a 
minute after the quitting gong clangs, this 
is a false idea insofar as it concerns most 
of the men who hold high positions of 
responsibility. Either there is too much 
work for them to do or they cannot 
dispatch it as speedily as they should. It 
might be the conventional thing to say 
that Gilbert was as punctual as the clock 
but this would be refuted by the Washing- 
ton bureaus that waited hours on many oc- 
casions for a press statement promised 
from his office “pretty soon now.” 

It is probable that Gilbert has been so 
busy that he has not had time to cultivate a 
hobby. At Rutgers, he played tennis a lit- 
tle bit. At Washington, he used to sneak 
off on rare occasions for a fishing expedi- 
tion down at Solomon’s Island. He was 
seen on a good many occasions in Washing- 
ton at a dance or a theater party but it 
was noticeable that he never stayed until 
the bitter end. Just before sailing for Eu- 
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rope, Mr. Gilbert married a charming Ken- 
tucky girl. At one time, during his stay in 
the capitol, he was forced to deny the pub- 
lished report that he was engaged to marry 
the daughter of a high official, who is re- 
puted to be one of the ten wealthiest men 
in the United States. 

The most interesting part of Gilbert’s 
career at Washington can-not be written. 
The amenities of public life and the mod- 
esty of the man would prevent it. The 
conduct of no one department of the gov- 
ernment has come in for such wide popu- 
lar approval as that of the Treasury—with 
its stand against the granting of the soldiers’ 
bonus and the firm insistence upon the re- 
duction of taxes as provided for in the 
Mellon plan. If the whole inside story 
could be revealed, Gilbert would stand out 
as one of the principal authors of both 
policies. Secretary Mellon has not been 
meager in his estimates of the help that 
Gilbert gave him in the administration of 
the Treasury Department. To get a fair 
idea of just how large a part he played in 
the conduct of the department, it would be 
well to ask the bureau chiefs and the men 
below who carry out the policies laid down 
above. For several weeks during his term 
of office as Undersecretary, Gilbert was 
the acting head because Secretary Mellon 
was in Europe. It is an open secret that 
he remained on the job months after he 
planned to retire upon the urgent solicita- 
tion of Mr. Mellon, who leaned upon him 
heavily in many matters. 


What Secretary Mellon Thinks 
of Gilbert 


UST how highly his services were re- 

garded by Secretary Mellon, his former 
chief, may be indicated by the tribute Mr. 
Mellon paid him in the following letter to 
the writer: ; 

“T am glad to have this opportunity to 
express the satisfaction which I feel at the 
recent appointment of Honorable S. Parker 
Gilbert as Agent General for Reparation 
Payments under the Dawes Plan,” Mr. 
Mellon wrote. “It is a very difficult post 
which Mr. Gilbert is called upon to fill, and 
carries with it great possibilities ‘for the 
future peace and progress of the world; but 
Mr. Gilbert brings to the position an un- 
usual combination of qualities, which will 
go far toward insuring the successful com- 
pletion of the work. 

“For three years I was in daily associa- 
tion with him at the Treasury. During this 
period, he filled the positions of Assistant 
Secretary and Undersecretary of the Treas- 
ury with conspicuous ability and a devotion 
to duty which is rarely found. 

“One of his outstanding qualities perhaps 
is his sound and unerring judgment, by 
means of which he seemed to know, as if 
by instinct, when and how to act on the 
great variety of matters which came to him 
in the course of the day’s work. He never 
relied upon instinct, however, but displayed 
a capacity for hard work which, with his 
power of analysis and assimilation, enabled 
him to master not only the large outline but 
all the intricate details of every problem, so 
that I always felt, in our conferences to- 
gether, that no single element of the mat- 
ter under consideration had been over- 
looked. 


“When the present Administration came 
into office, the Treasury was immediately 
faced with the problem of refunding the 
short-dated debt. 

“This debt consisted of obligations in the 
sum of $7,500,000,000 maturing in two and 
one-half years; and, in working out and 
handling this first phase of the Treasury’s 
refunding program, Mr. Gilbert’s assistance 
proved invaluable. He also had an im- 
portant part in the funding of the British 
Debt, and in helping to shape and carry 
out the Treasury’s policies in other mat- 
ters, such as taxation, retrenchment and 
debt reduction. He was frequently the 
Treasury’s spokesman in its relations with 
Congress; and in all these many and varied 
activities he exhibited an ability and re- 
sourcefulness which should insure the suc- 
cess of the difficult work which he is about 
to undertake.” 


Dodging Political Entangle- 
ments 


= has a happy faculty of being 
able to work in a maze of politics 
without getting entangled in its meshes. He 
is a Republican by affiliation but strangely 
enough he was appointed by President Wil- 
son and served under Treasury heads of 
different political faith—under McAdoo, 
Glass, Houston and Mellon. Shortly after 
the Harding administration came into power 
the Republican spoilsmen sought to get in 
the saddle, remove from positions in the 
Treasury “deserving Democrats” who had 
been put in office during the former regime 
and give these places to “deserving Republi- 
cans.” A list of those slated for decapita- 
tion was prepared and circulated among the 
members of Congress, who even went as 
far as to sign a round-robin calling upon 
President Harding to oust them. Gilbert’s 
name was on the black list for it was no se- 
cret that he had opposed removing capable 
officials and breaking up a smooth running 
machine merely because the working parts 
happened to be of a different political faith 
and because their places could be filled by 
“deserving Republicans.” Of course, Gil- 
bert denied that he had been properly listed 
as a Democrat and let it go at that. Secre- 
tary. Mellon stood firm; he would not be 
budged from the stand against the removal 
of competent officials upon such a pretext. 

An Assistant Secretary of the Treasury, 
who had been put into office by the “ma- 
chine”? holding the upper hand to loosen up 
things to see that the “deserving Republi- 
cans” were inducted into office, lost his head 
in the movement. But Gilbert was retained. 

During the course of his term as Agent 
General for Reparations, Gilbert doubtless 
will be called upon to take actions requir- 
ing courage of the highest sort. In dealing 
with the representatives of sovereign na- 
tions, it will be necessary to invoke the fin- 
est nuances of diplomacy and tact. But 
Gilbert on more than one occasion has 
shown that he has the grit. 


The Silver Ruction 


BARB that is rankling now within the 

skin of a group of western Senators was 
thrown into them by Gilbert in revoking 
the allocation of silver, which the govern- 
ment might have bought under the terms of 
the Pittman Act. 


The Pittman Act was passed shortly after 
the United States entered the World War. 
Great Britain faced a critical situation in 
India where silver is used almost exclusively 
for money, because there was a dearth of 


this precious metal and it was feared that 


an uprising might develop if the Indian 
government did not have enough silver to 
redeem the rupee paper currency. The 
United States was the only nation having 
a large enough supply of silver to fill this 
need promptly but it was on deposit with 
the Treasury, as the law required the gov- 
ernment to hold a standard silver dollar 
for each silver certificate outstanding. 

To help Great Britain, the Pittman Act 
was enacted providing for the melting up 
of up to 350,000,000 silver dollars and the 
sale of the bullion at $1 an ounce. To pro- 
tect the silver certificates outstanding, it 
was necessary to purchase silver. To pro- 
tect the interests of the domestic producers 
of silver, it was stipulated that for each 
ounce sold to the British the Treasury 
would replace it by purchasing a corre- 
sponding amount of silver at $1 an ounce. 
The Treasury, during the course of this 
operation, used 14,000,000 ounces of silver 
obtained by. melting the standard silver dol- 
lars for the purpose of subsidiary coinage. 

After the Mint had bought 200,032,722 
ounces of silver—which represented the 
amount of silver bullion sold to the British 
—the Treasury issued directions that no 
more $1 an ounce silver should be pur- 
chased. At that time, silver might have 
been picked up in the open market at around 
60 cents an ounce. 


The Congressional Echo 


oe a protest went up from 
the silver producers. They insisted that 
the Treasury was bound to buy 14,000,000 
more ounces at the price of $1 an ounce be- 
cause the law, it was claimed, made it 
mandatory for the Mint to purchase for 
replacement silver at this figure just as 
soon as the silver dollars were melted, 
whether the purpose was for turning over 
bullion to the Treasury or for subsidiary 
coinage. The producers enlisted the aid of 
their Senators and Representatives, who 
swept down Pennsylvania Avenue to the 
Treasury and protested against this “flout- 
ing of the mandate of Congress.” 

Senator Pittman, of Nevada, who spon- 
sored the act, wrote a lengthy letter insist- 
ing that the Treasury as a matter of equity 
should purchase these 14,000,000 ounces, 
pointing out that, even at this price, the 
government would make money because it 
realized $1.37 for each ounce of silver con- 
verted into halves, quarters and dimes. 

But Gilbert stood firm. He pointed out 
that at all times there had been a quantity 
of free silver in the subsidiary coinage ac- 
counts of the mints in cxcess of quantity al- 
located under the Pittman Act, and de- 
clared that there was nothing in the Act 
requiring the Treasury to buy silver at the 
artificial price that would cost the people 
of the United States $5,000,000. Bristling 
exchanges of letters followed. A Con- 
gressional committee stormed. But Gilbert, 
taking full responsibility, would not yield. 
And unless Congress overrides him at one 
of the future sessions, this act will go 
down in history as an example of how a 
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Cutting Out the Waste in Our 
Government Shipping 


BY L. C. PALMER 


President of the Fleet Corporation 


Improvements in Economy and Character of Service Expected 
from Consolidation of Lines Are Being Realized. Corporation’s 
Purpose Is to Make Lines as Nearly as Possible Self-Sustaining 
with a View of Sale to Private Owners When Upturn Comes. 


O appreciate the motives and ob- 
jectives of the Fleet Corporation 
in its recent reorganization of Ship- 
ping Board lines, due consideration 
must be given to the extraordinary con- 
ditions under which the government fleet 
was created, as well as to the economic 
conditions affecting the merchant marine in 
general and the government mercantile fleet 
in particular from the termination of the 
World War down to the present time. 

The fleet was created as a war measure 
primarily to supply the transportation fa- 
cilities required by our country and the 
associated powers in consequence of the 
tremendous losses of merchant shipping 
caused by submarine depredations, and prob- 
ably little thought was given at the time 
to any post-war use or disposal of the great 
number of vessels that would survive the 
war. The fleet construction program was 
well advanced, and many of the new ships 
were in use before the Armistice, but the 
majority was not completed until after the 
war, the program being continued because, 
generally speaking, it was cheaper to com- 
plete ships under construction than to can- 
cel the contracts and stop the work. Also, 
owing to the unprecedented boom in ship- 
ping that followed the war, there was a real 
need for all the vessels that could be made 
available. 

During this period of inflation it was diffi- 
cult to obtain shipping facilities, not only on 
new trade routes but even along the main 
highways of commerce. It is important to 
note in this connection that the Merchant 
Marine Act was formulated and passed by 
Congress during this period, and it is prob- 
able that Congress believed that the trade 
routes of the United States would absorb 
practically the entire emergency fleet either 
under government or private operation. 

During the boom, as rapidly as new ves- 
sels became available, the services were in- 
creased until at one time there were 200 
managing agents operating Shipping Board 
services. Many of these services overlapped 
and competed with each other, as well as 
with private American lines. 


When Losses Set In 


BOUT the time of the passing of the 
Merchant Marine Act, the freight rates 
began a most abrupt decline, due to the fact 
that the surplus of commerce which had 
accumulated was worked off, that increased 
numbers of foreign ships were being re- 


leased from war service, and that continued 
construction was adding to our own govern- 
ment fleet. As a result, instead of a short- 
age of tonnage, the world faced a great 
oversupply of shipping in comparison with 
the freight to be moved. In consequence 
of these conditions, the Shipping Board ser- 
vices were reduced by the elimination of 
many of its overlapping and competing lines, 
the operation of Shipping Board vessels as 
tramps was discontinued, and the number 
of operators was gradually reduced. The 
surviving lines, instead of showing substan- 
tial earnings, began to lose heavily. Only 
a few of these lines were of the nature 
of pioneering services, most of them having 
been established along the major trade routes 
on which a very considerable commerce 
normally flowed, although most of it, before 
the War, had been under foreign flags. 


Overlapping Services 


S a result of the general deflation and 

the consequent reduction of Shipping 
Board services, the active fleet, about one 
year ago, comprised only about 350 vessels, 
and the number of managing agents had 
been reduced to forty. However, there were 
still too many overlapping services which in 
effect were competing for business at gov- 
ernment expense and which created an un- 
business-like situation generally. 

Plainly, a general readjustment was nec- 
essary, and this the Fleet Corporation under- 
took to accomplish by consolidating overlap- 
ping or conflicting lines, and forming a 
single comprehensive line on each route. 

In making these consolidations every en- 
deavor was made to obtain a combination 
of the organizations of the managing agents 
concerned, because it was desired to retain 
experienced personnel, and for the further 
reason that it was undesirable to eliminate 
any managing agent who had rendered good 
service and who was a potential purchaser 
of Shipping Board tonnage. In most cases 
the interests concerned did combine, but in 
a few cases, unfortunately, this proved im- 
practicable. 

A consolidation permits the withdrawal 
from service of the least efficient vessels 
and, therefore, results directly in important 
economies. It places a larger fleet in 
the hands of a single managing agent 
and gives him a larger regional area in 
which to operate, which results in greater 
flexibility of service, enables him to route 
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his ships to better advantage, shortens the 
time of ships’ voyages and materially de- 
creases operating expenses without sacri- 
ficing service. A governing reason for the 
consolidations, apart from the desirability of 
placing the lines on a better business footing, 
was the necessity of making the best possible 
use of the smaller number of ships that the 
reduced appropriation permitted the Fleet 
Corporation to operate. 

The expected improvements in economy 
and character of service are already being 
realized, and it is felt that the first nec- 
essary step has been accomplished toward 
placing the entire fleet on a business-like 
footing. 

The lines as now reorganized are nearing 
a condition of permanency, since they have 
been reduced to practically the minimum re- 
quirements of our foreign trade and cannot 
be much further reduced without abandon- 
ment of some of the routes. 

Our shippers have grown to depend upon 
the lines, both for transportation and for 
their effect in stabilizing freight rates, and 
the lines could not be discontinued or dras- 
tically curtailed without causing consider- 
able confusion. This idea of permanency is 
most important to the successful conduct of 
our business, inasmuch as shippers at home 
and abroad must be convinced that our lines 
are reliable and worthy of their patronage, 
and not merely emergency services, which 
unfortunately the official title, Emergency 
Fleet Corporation, would appear to signify. 
Formerly shippers were more or less justi- 
fied perhaps in declining to break estab- 
lished relations with foreign shipping lines 
to give the greater part of their business 
to our lines, which had none of the ear- 
marks of permanency; but we are now in 
a position to convince shippers and travelers, 
not only that our services are the equal of 
our competitors, but that they are on a 
continuing and reliable footing. It should 
not be necessary in the future to appeal to 
the patriotism of our shippers for their sup- 
port of American ships; other things being 
equal, they may be expected to favor Ameri- 
can ships as other nationals favor theirs, 
and this favoring spirit will do more than 
anything else to secure the firm establish- 
ment of our merchant marine. 

The Fleet Corporation has the further 
purpose of making the lines as _ nearly 
as possible self-sustaining, with a view to 
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The Dawes Plan—A Beginning 


By ALAN G. GOLDSMITH 


Chief, European Division, Bureau of Foreign and Domestic Commerce, United States Department of Commerce 


In Operating the Plan for Rehabilitating Germany, Changes 


May Be Made to Insure Its Success. 


Merely the Beginning Rather Than Last Step. 
Increase Her Annual Favorable Trade Balance 24% Times. 


HE adoption of the Dawes report 
on paper is really only the beginning 
of a constructive solution of the 
reparation problem. The report itself 
is a tremendous advance. For the first time 
the subject of reparations has been taken up 
on purely economic lines. Yet Rome was not 
built in a day, nor can the reparations situa- 
tion and the entire European economic struc- 
ture be rehabilitated by simply adopting in 
conference a plan, no matter how good it is. 
The adoption of certain specifications for a 
constructive project is not the end but rather 
the real beginning of the operation. In- 
numerable details of finance, execution and 
operation must be instituted, adjusted and 
adapted to the particular requirements of 
the job on hand. So, in the Dawes Plan, 
we have the specifications for a constructive 
adjustment of the European problem. 


Working Out the Problem 


HE working out of the problem on the 

basis of these specifications requires time, 
energy, and cooperation from all parties 
concerned, gnd the services of the best men 
available for all positions involved. Like 
other stabilization projects, there may be a 
period during which the problem is being 
worked out where the results do not seem to 
be as rapid as has been anticipated. When 
the salesman brings in the contract signed 
on the dotted line, the operating department 
just begins to function. 

The Dawes report was written by business 
men as a business solution of an economic 
problem. The good faith of all participants 
was anticipated and must be expected in the 
future. Every effort has been made since, 
by those who sincerely desire to see re- 
construction in Europe an accomplished fact, 
to keep the plan from becoming a plaything 
of international politicians. If this is ac- 
complished the plan will work itself out. 
If not, it may prove to be a failure. The 
London Conference indicated the contest be- 
tween the political and the financial point 
of view, and the financial one, as expressed 
by the international bankers, was dominant. 

On this basis the question of the Ruhr 
occupation was fought out, although this is 
not purely an economic subject. The 
financiers were interested in this matter 
simply from a cold-blooded dollars and cents 
standpoint. The Committee of Experts had 
based their plan on the economic unity of 
Germany. The financiers wanted to know 
that Germany as a huge industrial plant in 
which they had invested their money and 
the people’s money was going to be allowed 
to operate in all its departments as a unit, 


without the crippling of any section of the 
organization in which they were investing, 
namely Germany, or interference with the 
transportation of commodities from one part 
to the other. From a political point of view, 
the question of security is dominant in 
French administration circles and also in 
the minds of the French people. If, how- 
ever, the proposed plan is to be introduced, 
French security will have to be safeguarded 
in such a manner as not to cut down Ger- 
man productivity or restrict German rehabili- 
tation. 


A Case of Economics 


A> the plan works out the economic point 
of view will become more and more evi- 
dent. Our people and the people of Europe, 
through their banks, are advancing money 
to Germany. She is paying off not only 
these obligations, but also ones she owes the 
Allies on reparation account. Not only 
Germany, but the Allies themselves, will have 
to look out first for their bondholders as 
well as for reparation payments, and side- 
track, temporarily, purely political considera- 
tions. 

The plan has now been ratified by the 
governments involved. When funds have 
been advanced by bankers, when the per- 
sonnel provided for in the scheme has been 
selected, a tremendous amount of construc- 
tive work remains to be done. Innumerable 
problems of administration will have to be 
ironed out and the experts designated on 
different phases will have their hands full 
adapting the broad provisions of the plan 
to the urgent necessities of the moment, and 
in establishing the machinery necessary to 
develop it from a scheme into a finished busi- 
nesslike organization. These men will have 
to be real experts, some of them with greater 
responsibilities than any men doing similar 
work throughout the world. On their abil- 
ity and energy will depend, not only the 
success of the plan itself but European 
stabilization and world rehabilitation itself. 


Why the Gold Standard 


HE question of placing the bank on a 

gold basis was raised, not only because of 
competition between leading financial cen- 
ters of the world, but also because econo- 
mists saw the difficulty of obtaining a meas- 
uring stick on national productivity and 
trade, and also on reparation payments them- 
selves if the finances of Germany were built 
up on anything but a solid gold backing. It 
has been almost an impossibility in the past 
to determine the economic situation of na- 
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Ratification by Allies 
Germany Must 


tions not on a gold standard—what their 
production has been, what domestic com- 
merce has done, what their foreign trade 
has brought in—when all these transactions 
have been calculated in fluctuating currencies. 
In the future it may be necessary to alter 
some of the figures of the Dawes Plan. In 
order to do this the various control agencies 
established must have accurate information 
as to the German economic situation. This 
cannot be obtained unless the country is on 
a gold standard. 

For the first time in the history of repara- 
tions the Committee of Experts has indicated 
a difference between the amounts which 
Germany can raise within her own borders 
by taxation or other means, and the amounts 
which she can transfer to allied account in 
foreign currency. This transfer of German 
funds without breaking down the economic 
structure of the country is in the hands of 
the agent for reparation payments and his 
transfer committee, and he is faced with a 
multitude of problems. 

Fundamentally, regardless of the machin- 
ery, if Germany is to turn over to the Allies 
two and one-half billions of’ gold marks 
annually in foreign exchange, she will have 
to do so by means of a net surplus of her 
exports of goods and services to the world 
over her imports. This surplus gives Ger- 
man nationals foreign credits which may be 
utilized for the transfer of reparation pay- 
ments. If she cannot produce a sufficient 
surplus to take care of the transfers neces- 
sary, the agent of reparation payments may 
reinvest German funds piling up in the bank 
of issue in German property. Eventually, 
when all efforts fail and the amounts of 
German currency in the bank of issue reach 
five billion gold marks, he may ask for a 
reduction of payments by Germany. 

In Germany’s banner pre-war year, which 
was 1913, her visible trade balance was un- 
favorable to the extent of almost three- 
quarters of a billion gold marks. She had, 
however, resources which brought in a large 
amount of so-called invisible exports. Her 
shipping returns were large and she had 
twenty to twenty-five billion gold marks of 
investments abroad which were bringing her 
in a steady return. Her net balance of pay- 
ments, including intangibles, was not un- 
favorable. On the contrary, in 1913 her net 
balance available for reinvestment abroad 
and for credit financing was estimated at 
almost a billion marks. The ten-year aver- 
age preceding the war would not show so 
large a figure, but would approximate one- 
half a billion, as 1913 was an exceptionally 
good year, and had never been equalled. 


Gates W. McGarrah, the New York 
banker, who is on the committee su- 
pervising the new German gold bank 


What Germany Must Do 


| bye order to effect these transfers, then, 
Germany must increase this annual bal- 
ance from the one billion figure of 1913 to 
two and one-half billion gold marks, and 
she must do this by increased exports of 
goods and services. To make up the balance 
there would have to be a combination of 
three factors. In the first place, world 
trade might increase so that Germany with 
the same proportion of world trade as 
before can still get a larger balance in her 
favor. As a matter of fact, world trade by 
volume is now only about 80 to 85 per cent 
of 1913. The ten-year period immediately 
preceding the war, ending with 1913, showed 
an increase of approximately 45 per cent. 
Therefore, if we were to assume that the 
same increase had continued; world trade at 
the end of 1923 should have been 45 per cent 
over 1913 rather than 15 or 20 per cent 
below. This may be an exaggerated estimate, 
but in any case world stabilization with the 
resultant large increase in world consump- 
tion power and circulation of goods may 
make it possible for Germany to throw in- 
creasing quantities of goods on the market 
without cutting into the trade of other coun- 
tries, as all countries would be benefited by 
such an increase. 

Secondly, Germany could perhaps increase 
her proportion in the trade of the world. 
Before the war her visible trade amounted 
to about 12 per cent of world commerce. 
Whether Germany will be able to increase 
her share in the foreign trade of the globe 
to an abnormal extent under stable eco- 
nomic conditions is doubtful. German taxa- 
tion will be at least as heavy as that of the 
most heavily taxed allied country. Her in- 
dustries, the pre-war bonded indebtedness of 
which, wiped out by depreciation, was esti- 
mated at 4.6 billions of marks before the 
war, will be required to furnish industrial 
debentures on allied account to the value of 
five billions under the Dawes plan. The ad- 
vantage of a depreciating exchange to Ger- 
man competition will disappear. 

Finally, Germany might so rearrange her 
industrial plant that she would produce high 
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value goods with the highest possible amount 
of German labor involved from the smallest 
possible volume of raw materials, so that 
for a minimum value of imports she obtains 
a maximum yield of exports. Before the 
war a considerable proportion of her exports 
were of a low unit cost,—coal, semi-finished 
iron and steel products, potash, etc. To some 
extent a conversion has already occurred, 
and finished articles and specialties now 
occupy a larger proportionate place in Ger- 
many’s foreign trade than they did before 
the war. 


Grasping All Possibilities 


N order to effect transfers in the manner 

specified by the Dawes Plan, Germany 
will, however, have to develop a combina- 
tion of these three possibilities. There is 
an interim period before the shock of full 
payments becomes felt and during this period, 
providing Germany is on a sound gold basis, 
it will be easy to determine whether pay- 
ments can be effected by Germany in this 
volume, and whether these payments can be 
carried out without undermining the foreign 
trade of competing nations. At that time a 
readjustment may be necessary. The plan 
itself provides the means for such a readjust- 
ment. 

On the other hand, it is believed by many 
economists that if Germany is on a gold 
basis there should be no particular difficulty 
about the problem of transferability. With 
a free gold world market the surplus of 
German currency in the bank of issue would 
simply be sold on the open market as it 
accumulates by the agent general to obtain 
foreign exchange on allied account. These 
economists agree that in the long run there 
would have to be an excess of German goods 
and services over imports into Germany of 
foreign goods and services in order to estab- 
lish foreign credits abroad on German ac- 
count, which would be applied for the pur- 
pose of transferring reparation payments. 
However, even were this not originally the 
case, says this school, the matter would 
eventually adjust itself. If purchases of 
foreign exchange in excess of surplus of 
German credits abroad were made, gold 
would begin to be shipped out of Germany. 
This would bring about a rise in the dis- 
count rate in Germany and a decrease in 
the value of commodities in terms of gold. 
Commodity prices would go down, German 
exports would be stimulated and the flow of 
gold would cease. The effort to transfer 
sums which were greater than Germany’s 
capacity would react on the standard of liv- 
ing in Germany itself rather than on the ex- 
change. 

However, eventhough Germany is being 
put on a gold basis, a large part of the rest 
of the world is not on that standard. 
Furthermore, post-war psychology is such 
that in many cases speculative buyers would 
prefer taking gold at a huge discount rather 
than commodities. It is generally agreed 
that the agent for reparation payments will 
have a difficult and responsible job. 


Detecting Hidden Profits 


OME neutral observers state that the Ger- 
mans will be able to hide their profits 
abroad and thus make it difficult for the 
agent to obtain foreign exchange and to 
transfer funds accumulated to his credit in 
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Thomas W. Lamont, photographed on 

the liner which brought him back 

from Europe, after he arranged for 
the German loan 


German values for allied benefit. The Agent 
General has a recourse and a serious one. 
He can invest such of the surplus funds as 
he has available in German industries, and as 
it becomes increasingly difficult for him to 
transfer surpluses he will naturally reinvest 
them in Germany itself. Certain definite 
penalties have, of course, been attached to 
efforts of this kind on the part of Germany, 
and the agent may even recommend increases 
in annual reparation totals if he discovers 
an attempt to evade payment or interfere 
with transfers. However, even if Germany 
were to adopt a procedure which@vould make 
its discovery impossible, such a move would 
be followed by a buying into the German 
industrial plant and its operation in part for 
the benefit of the very people whom the 
Germans might be endeavoring to defraud. 
Although limitations have been placed on 
the agent’s investment powers by the Lon- 
don Conference, he will unquestionably make 
every effort to buy into German industry if 
difficulties are placed in the way of transfers. 

There is one provision in the plan which 
will have an automatic effect on financial 
stabilization all over Europe. Under the 
original London Agreement of 1921 Germany 
was required to pay certain amounts toward 
reparations account, but in addition she was 
assessed the maintenance of armies of occu- 
pation, commissions of control, and other 
so-called pre-reparation costs. The present 
plan provides that German payments are 
over-all and the Allies must determine 
whether they wish to utilize these amounts 
for reparations themselves or for expensive 
collection machinery. The importance of 
this provision can be realized when it is 
pointed out that at the time of the sitting 
of the Dawes Committee in Paris, Germany 
had been credited by the Reparation Com- 
mission with about eight and one-half billion 
gold marks payments, of which almost 50 
per cent had been charged against armies of 
occupation and other pre-reparation costs. 
The inclusive provision in the Dawes Plan 
will automatically bring about a reduction 
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Criticism of the Federal Reserve's 
Credit Policy Answered 


By GEORGE E. PUTNAM 


Proposal That the Board Use Its Power to Raise Market Rates 
of Interest Is Called Short-sighted and Illogical. High Money 
Prices Will Not Solve the Problem of Too Much Gold. Dumping 
of the System’s Securities on the Market Would Prove Suicidal. 


RITICISM of the Federal Reserve 

Board has become as much of a 

certainty in this world as death and 

taxes. From the beginning of its 
existence the Board has been criticized. It 
has been criticized at certain times because 
its policies made for inflation, and at other 
times because its policies made for deflation. 
It has been criticized by one group because 
discount rates were high, and by another 
group because discount rates were low. 
Criticism has been varied, but incessant. Yet 
through all the maze of conflicting doctrines 
and opinions on Federal Reserve policy, the 
Board has pursued its course unruffled, real- 
izing no doubt that any credit policy it might 
adopt would be certain to offend either the 
borrowing or the lending interests of the 
country. 

The current year has brought forth its full 
quota of complaint and criticism. Prior to 
May 1, when the Federal Reserve Bank of 
New York reduced its rediscount rate, there 
were many critics who contended that dis- 
count rates were too high, considering the 
size of the reserve ratio, and that the main- 
tenance of such high rates could only mean 
that the Board was trying to stabilize prices. 

In the August number of the AMERICAN 
BANKERS ASSOCIATION JOURNAL the writer 
pointed out that although the Reserve Banks 
had maintained higher rates than borrowers 
were willing or were obliged to pay, there 
was nothing to warrant the conclusion that 
the Board was trying to stabilize prices. The 
most that could be presumed in fairness was 
that an attempt was being made to keep our 
vast accumulation of gold from bringing on 
a period of gold inflation. 


Policy Cut Reserve Earnings 


E are not now concerned with the 
question as to whether the policy of 
maintaining high discount rates prior to May 
1 was right or wrong. But we do know that 
the policy tended to defeat its own purpose. 
The continued importation of gold put new 
funds into the hands of member banks and 
enabled them not only to lend to their cus- 
tomers without rediscounting, but also to pay 
off a large part of their borrowings at the 
Reserve Banks. As the member banks be- 
came more independent of the Federal Re- 
serve, the earning assets of the Reserve Sys- 
tem rapidly declined. 
The fact is not generally appreciated that 
the Reserve Banks could have used their idle 
funds to buy Government securities if they 


had wanted to keep their earning assets at 
the same level as before. But they did not 
set out to get maximum earnings. They 
knew full well that open-market purchases 
of securities would merely put new funds 
into the hands of member banks and reduce 
market rates for money. More than that, 
they knew that funds released in this manner 
might then be used by member banks to pay 
their borrowings at the Federal Reserve. 

In order, therefore, to earn a sufficient 
amount to pay their expenses and dividends, 
and at the same time to keep a supply of 
member bank paper in their portfolios, it be- 
came necessary to reduce rediscount rates to 
a point where they would be more nearly in 
line with open-market rates. 


How the Earnings Declined 


HE extent of the earnings declined dur- 
ing the first seven months of 1924, com- 
pared with the same period during 1923, is 


Like Fixing the Price 
of- Wheat 


OO[THE proposal that the Fed- 
eral Reserve Board should 
use its power to raise market 
rates of interest by sacrificing all 
considerations of Reserve Bank 
earnings is shortsighted and il- 
logical. One might as reasonably 
suggest that the remedy for 
widespread unemployment 1s 
higher wages, or that the remedy 
for too much wheat is higher 
wheat prices. There ts, in fact, a 
very close analogy between the 
so-called McNary-Haugen proj- 
ect of recent date which would 
have raised the price of wheat 
through artificial means, and the 
proposal now under discussion 
that we artificially raise the price 
of money. The fact should be 
more clearly recognized that high 
money rates will not solve the 
problem of too much gold any 
more than high wheat prices will 
solve the problem of an over- 
supply of wheat.” 


shown in the following table of gross 'earn- 
ings both for the Federal Reserve Bank of 
New York and for the twelve Reserve Banks 
combined, shown in thousands of dollars: 


NEW YORK FEDERAL 
RESERVE BANK 
1924 
711 
704 
632 
657 
517 
527 
632 


ALL FEDERAL 

RESERVE BANKS 
1924 
3,720 
3,192 
3,477 
3,346 
3,039 
2,792 
2,666 


It will be seen that the gross earnings in 
1924 have fallen considerably below the earn- 
ings for the corresponding months last year. 
In trying to estimate the effect upon net 
earnings, it should be borne in mind that the 
gross earnings in 1923 were about $50,000,- 
000, and the expenses of operation about 
$30,000,000. Deductions for reserves and de- 
preciation allowances left $12,700,000 avail- 
able for dividends, and dividends of $6,552,- 
000 were paid. The balance was used to 
build up the surplus account and to pay the 
franchise tax to the Government. 

The only logical conclusion to be drawn 
from the reported earnings during the first 
seven months of this year is that the Reserve 
Banks have barely earned their expenses and 
dividends. This does not mean that the 
year’s operations will necessarily show a 
deficit, or that the Reserve System is des- 
tined for the rocks. On the contrary, it 
should be distinctly understood that the Re- 
serve Banks can earn as much or as little as 
they like. They have complete control over 
earning assets. They can increase or de- 
crease these assets at will merely by buying 
or selling Government securities in the open 
market. If they have not earned as much 
as they could have earned, it is only because 
they did not need the earnings,.or because 
they did not care to release unlimited funds 
for the purchase of Government securities 
when the effect of such purchases would 
have been to increase the supply of floating 
funds in the open market and to reduce mar- 
ket rates for money. 


ee 
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The Drop in Interest Rates 


a the past six months, however, 
the continued inflow of gold and the 
decline in member-bank borrowing have 
forced the Reserve Banks to invest more and 
more of their funds in Government securi- 
ties in order to earn their fixed charges— 
which fact largely explains the downward 
movement of interest rates during the same 
period. From April 2 to September 17 hold- 
ings of Government securities increased 
from $265,000,000 to $618,000,000, while the 
volume of member-bank borrowing declined 
from $529,000,000 to $257,000,000. The de- 
cline in member-bank borrowing could be 
arrested at any moment by making further 
reductions in rediscount rates, but apparently 
such action is not yet considered necessary. 

With money rates at a lower level than 
they have been in many years, and with the 
prospect of gold inflation looming large, it is 
not surprising to find that new attacks are 
being made upon the Board’s credit policy. 
It is being contended in certain quarters that 
the Board should revert to its former policy 
of rigid credit control. The policy of in- 
vesting Reserve Bank funds in Government 
securities in order to earn operating expenses 
and dividends is condemned on the ground 
that the interests of the whole country are 
of greater importance than the immediate in- 
terests of Reserve Bank stockholders. It is 
maintained that the Reserve Banks should 
reverse their present policy of trying to earn 
expenses and dividends, and use their power 
to stiffen market rates for money. That is, 
they should sell some of the $600,000,000 of 
Government securities they now hold and 
meet their expenses and dividend charges out 
of the enormous surplus which was built up 
by the extraordinary profits of the war and 
post-war period. 

In support of this proposed change in 
policy it is suggested that we might learn a 
good deal from the traditional practices of 
the Bank of England in the matter of credit 
control. We are reminded that when the 
interests of the British banking community 
are at stake, the Bank-of England does not 
give first consideration to the question of its 
earnings and dividends. On the contrary, it 
goes to considerable expense in trying to pro- 
tect the financial interests of the whole 
country. 


Forces Up Money Prices 


OR example, it was no unusual thing in 
pre-war days for market rates of dis- 
count in London to become so low at times 
(owing to the competition of the London 
banking houses in extending credit to for- 
eigners by accepting and discounting their 
paper) as to threaten a heavy reduction in 
Bank of England reserves through the ex- 
portation of gold. At such times the Bank 
of England, standing at the head of the 
British banking system, and custodian of the 
country’s bank reserves, would raise its bank 
rate. If the rate failed to be “effective,” 
that is, if market rates did not follow in line, 
the Bank would find itself obliged to go into 
the outer market and borrow some of the 
floating funds, thereby lessening their supply, 
and forcing up the price of money. More 
rarely it would accomplish the same purpose 
by selling Consols. 
Borrowing funds from the market when 
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the Bank had no need of such funds was 
obviously a clumsy expedient to have to use 
for the purpose of credit control, but it was 
an effective device, when needed, for at- 
tracting funds to London, raising the rate of 
sterling exchange, and so checking the drain 
on British gold reserves. 

To the writer it appears that those who 
have singled out the Bank of England policy 
of credit control as a precedent to guide the 
Federal Reserve Board in the present cir- 
cumstances have chosen a very unfortunate 
illustration for their case. “Borrowing from 
the market” was resorted to by the Bank of 
England when gold reserves were threatened, 
and not, as in our present case, when gold 
reserves were redundant. Why should we 
set about arbitrarily to withdraw idle funds 
from the market and raise market rates 
when such action would only tend to attract 
more gold? What we need is a policy that 
will diminish our supply of gold rather than 
one that would attract more. 


A Safer Lesson Seen 


MUCH safer lesson, and one that would 

have a closer application to our own 
problem, could be drawn from Bank of En- 
gland policies in handling of excess reserves. 
When the Bank’s reserves became redundant, 
it followed the only course that was open to 
it, namely, it reduced the bank rate of dis- 
count in order that surplus funds might be 
put to use in trade and industry, or in order 
that they might be available for export. 

What would happen if the Reserve Banks 
proceeded to carry out the policy which is 
now proposed as to the sale of their Govern- 
ment securities ? 

It goes without saying that idle funds 
would be taken out of the market and held 
in the Reserve Banks where they would re- 
main idle. Market rates for money would 
rise, more gold would be attracted to this 
country, earning assets of the Reserve Banks 
would decline, and the Reserve System would 
fail to earn its operating éxpenses and divi- 
dends. 

It is certain that the Federal Reserve 
Banks could go on functioning for a number 
of years with low earnings or deficits, draw- 
ing on surplus earnings of previous years to 
meet expenses and dividend charges. But 
why weaken the Reserve System by a process 
of slow strangulation merely for the purpose 
of putting interest rates at a higher level? 
How much could be accomplished through a 
temporary increase in money rates? 

At best the increase in rates could be only 
temporary. Sooner or later rates would 
again fall as a result of gold imports. High 
rates have a tendency to attract gold, while 
low rates tend to drive it out, or at any rate 
to check the inflow. The decline in our gold 
imports during the past two months has 
doubtless been due, in part, to our low level 
of money rates. But there is still a heavy 
gold influx from month to month, and the 
longer we try by arbitrary methods to main- 
tain high interest rates, the longer it will be 
before the gold influx stops. 


Danger in Suggested ‘“‘Cure’”’ 
fb Hers raising of interest rates through the 


sale of Government securities would 
have one other effect, namely, it would de- 
prive the Federal Reserve Board once and 
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for all of such power as it now has to in- 
fluence rates upward. For the time being 
the Board has $600,000,000 of Government 
securities “up its sleeve.” In an emergency 
it could dump these securities on the market 
and temporarily run up market rates. But 
thereafter the Board would have no more 
power to raise rates even in an emergency. 
The credit affairs of the country would be 
entirely in the hands of natural forces as in 
the days before the Federal Reserve Banks 
existed. 

If we now leave market rates of interest 
to follow their own course, subject only to 
the condition that the Reserve Banks earn 
their expenses and dividends, we will have a 
slow but sure corrective of excessive gold 
reserves. When interest rates become so 
low in this country as to be unattractive to 
investors, funds will move more readily to 
Europe where rates are higher. A healthy 
flow of credit in that direction, coupled with 
a downward revision of our tariff barriers to 
permit the freer entry of foreign goods, 
would soon stop the influx of gold. Even- 
tually, it would raise the value of European 
currencies to a point where we would auto- 
matically part with some of our gold surplus. 

It is high time that we faced the issue 
squarely. The proposal that the Federal 
Reserve Board should use its power to raise 
market rates of interest by sacrificing all 
considerations of Reserve Bank earnings is 
shortsighted and illogical. One might as 
reasonably suggest that the remedy for wide- 
spread unemployment is higher wages, or 
that the remedy for too much wheat is 
higher wheat prices. There is, in fact, a 
very close analogy between the so-called 
McNary-Haugen project of recent date 
which would have raised the price of wheat 
through artificial means, and the proposal 
now under discussion that we artificially 
raise the price of money. The fact shouid 
be more clearly recognized that high money 
rates will not solve the problem of too much 
gold any more than high wheat prices will 
solve the problem of an oversupply of wheat. 

The Federal Reserve Board seems to have 
a far better understanding of the immediate 
problem than its critics have. It knows 
from experience that there is a definite limit 
beyond which rigid control cannot be main- 
tained. It knows also that any attempt to 
extend that limit would undermine the 
strength of the Federal Reserve Banks and 
aggravate the evils of which the critics are 
complaining. So long as the Board follows 
the logical policy of earning only necessary 
expenses and dividends, the matter of low 
interest rates will provide its own cure, and 
the financial power of the Reserve Banks 
will be neither weakened nor strengthened in 
the process. 


Farm Loans 


Loans amounting to $1,479,844,604 were 
closed by the Federal and Joint Stock Land 
Banks from the organization of the system 
up until Sept. 30, 1924, a statement recently 
made by the Federal Farm Loan Bureau 
revealed. The Federal Land Banks closed 
329,607 loans for $1,008,831,699, while the 
Joint Stock Land Banks made a total of 
60,403 loans amounting to $471,012,905. 

Loans paid in full by borrowers and pay- 
ments by borrowers on account of principal 
have totaled $144,242,545. 


Keeping Track of the World’s Stock 
of Monetary Gold 


By BRUCE DAVENPORT 


How the Director of the Mint Fills an Important but Unofficial 


Réle in International Affairs. Meager Store of 9% Billion 
Dollars in Actual Gold Governs Trade of the World. The Un- 


OLD, with its glint and glimmer, 
rules the trade of the world. 

And yet, in all lands, there is 
a monetary stock of just about 
914 billion dollars. If all the gold through- 
out the world were evenly divided, there 
would be hardly more than a five dollar 
gold piece for each person. 

Gold is the universal unit of exchange, 
the one language that all people understand. 
The values of nearly every commodity under 
the suri find expression in its terms. The 
destinies of nations—witness the collapse 
of Germany and the decay of Russia—have 
been shaped by the possession or lack of 
a part of this meager stock—for it is meager 
when one ponders that international trade 
alone reached a volume of more than 46 
billion dollars during 1923, while trans- 
actions within the bounds of nations ran into 
hundreds of millions. The real mass of 
gold is a mere pinprick compared with the 
values governed by this standard. The Bu- 
reau of Census recently reported that the 
national wealth of the United States alone 
was $322,000,000,000. 

So precious to the machinery of world 
business is this stock of money gold that 
it would be assumed that there would be 
an exact knowledge of the amount in any 
land. Yet this is not true. It is only a 
matter of a few years when a high official 
of the United States arbitrarily deducted 
$135,000,000 from what was commonly sup- 
posed to be the gold stock of this country. 
Who is there competent to say how much 
of this precious hoard Russia and Germany 
have retained? It is a matter of record 
that Russia had nearly one-fifth of the 
monetary stock of gold before the World 
War. Germany had even more. Shrouded 
by the veil of mystery that was thrown about 
the keeping places of gold, the best in- 
formed authorities admit that they do not 
know just how much of the precious metal 
the two countries have retained. 

Keeping track of the world’s store of 
gold is one of the unofficial interna- 
tional duties that a Federal agency has as- 
sumed over a period of many years. The 
Director of the Mint since 1857 has col- 
lected statistics covering the gold stocks 
that are available for exchange and mone- 
tary purposes. Within a few days the Di- 


rector will tell Congress—and the financial 
world—just how much was added to this 
stock since the end of 1922, when it was 
announced that the world had at least $9,210,- 


certain Quantities in Estimates of the Gold Holdings of Nations. 


007,000 in gold. In arriving at this total the 
aid of more than one department of the gov- 
ernment was enlisted, for in keeping track 
of the production, import and export of 
gold coinage and stocks of money, the Bu- 
reau of the Mint obtains the statistics di- 
rectly from the governments of the coun- 
tries through the representatives of the 
United States accredited to them. Early in 
January the Director sends out a list of in- 
terrogatories, covering the points on which 
information is sought to the American am- 
bassadors and ministers scattered in all parts 
of the world. In the smaller countries the 
consuls and trade commissioners serve in a 
similar capacity. 

Thus the returns are regarded as reason- 
ably close to the exact amount of gold held. 
But, with some candor, the Director admits 
that the totals are compiled from such data 
as are available—“avowedly incomplete.” 

It is not an easy matter to say how much 
gold the world has. 

The hardy prospectors in the Klondike, 
in Rhodesia or far-off Australia continue 
their quest for the shining metal. While 
undoubtedly most of the gold finds its way 
to the refineries, there is no gainsaying the 
fact that much is hidden away. How much 
gold has gone down into the deep fathoms 
of the seven seas? During the World War 
the U-boats sank the Laurentic, the Lusi- 
tania and many great ocean greyhounds, 
which bore large consignments of bullion 
and gold ingots. While the deep-sea divers 
have in some instances reclaimed a part of 
the submarine treasure, the greater part is 
lost to the world. On virtually every ship 
that founders and passes away to its watery 
grave there is some gold—and the records 
of the underwriters recount the sinking of 
two scores or more of vessels annually that 
disappear from the face of the seas with- 
out yielding any trace. 

There is one great unrecorded movement 
—the movement of coin in and out of the 
various countries in the pockets of the trav- 
elers. This is such a factor in exchange that 
Department of Commerce has listed it as 
one of the great invisible items in inter- 
national trade. When there is such a great 
upheaval as the world has just witnessed in 
Russia and Germany the gold that is smug- 
gled out of the countries to borders of 
greater security is appreciable. If the story 
could be told of the various channels 
through which Russia’s 20 per cent of the 
world’s monetary stock sifted through the 
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boundaries to Scandinavia, the Baltic na- 
tions and to Japan, it would be a romantic 
revelation of stealthy ingenuity. 

In France today one of the mysteries 
is where a billion dollars in gold and 200 © 
million dollars in silver has gone. It is not 
in the Bank of France, and it has not gone 
out of the country. The accepted explana- 
tion is that the gold has been salted away 
by the peasants, hidden in the ground and 
buried in nondescript hiding places. Dur- 
ing the war the American and British sol- 
diers spent millions of dollars and pounds 
in France. With the franc “pegged,” the 
French were able to exchange the money 
and get gold for it. When the franc col- 
lapsed they clung to the gold. In 1919 a 
law was passed forbidding the payment of 
more than the face value of any gold coin. 
Therefore, while the franc declined, the 
gold Louis of 20 francs stood at its gold 
value of $3.92, while twenty paper francs 
were worth just about one-fourth of this 
amount in dollars. This law has driven the 
gold into hiding, or has caused it to be 
smuggled over the border to Switzerland or 
into the United States, where the owner 
can get four times as many paper francs 
as he could if it were tendered in trade in 
France. 

The United States regards Russian gold 
as having the taint of questionable owner- 
ship. The Treasury, acting upon the sug- 
gestion from the State Department that it 
would be unsafe to accept gold bearing the 
Soviet stamp, has declined to permit the 
assay office to convert it into American bars. 
Several foreign countries have laid claim 
to the Russian gold of the Czarist régime 
which the Soviet commandeered. It is con- 
tended that the gold was taken over with- 
out warrant of law, which is a diplomatic 
term for an ugly act. 

The flight of gold from Germany would 
be almost as interesting; with a complete 
account of how it went through Holland, 
Switzerland and the Scandinavian countries. 

Since Columbus discovered America, the 
output of gold has been approximately 19 
billion dollars—more than twice the pres- 
ent monetary stock of the world. The gold 
has gone into the arts, into the ornaments 
of churches, the trinkets of Indian princesses 
and into a million other different things. It is 
said that one-half of all the gold goes into 
hiding or into the arts. India and China are 
the sink-holes of the globe. In India the 
widow cannot inherit property, but she is 
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permitted to keep whatever ornaments she 
might have had at the time of her spouse’s 
demise. 
a disappearance of gold is greatest 
when the output goes down or when it is 
held at a premium. And conversely when 
the output increases there is a tendency of 
the holders to bring it out of hiding. It has 
been recited that, at the beginning of the 
Christian era, there were 427 millions of 
gold in the world but when Columbus landed 
on American shores there was only 57 mil- 
lions. It is the contention of some econo- 
mists and historians that every forward 
lunge of the human race has been preceded 
by the laying of a structure of credit with 
gold or silver beneath it, as the discovery of 
the silver mountain of San Luis Potosi that 
poured silver into the old world, the gold 
strikes in California and Australia that sped 
on the day of the industrial revolution and 
later the discoveries in South Africa that 
enlarged the world’s basis of credit. 

From the viewpoint of American business, 

- it is proper to ask whether the setting up of 
the Federal Reserve System, which sub- 
stituted commodities for gold as the basis of 
credit extension, should not rank with the 
great gold strikes as an aid to the trade ma- 
chinery of the world. 

Thus it is plain that the tracing of the 
currents through which the gold stocks 
swing is just about the nearest thing to keep- 
ing a finger on a nation’s pulse that we have. 
The shipments of gold may be likened to the 
heart beats of trade, indicating how well or 
badly the subject is doing, taking on bodily 
strength or losing vigor. Perhaps this ex- 
plains why all governments watch so closely 
the influx and outgo of gold. 

And yet there is something paradoxical 
about gold. 

As desirable as is the possession of this 
firm basis of credit, how frequently during 
the past few years have we heard some emi- 
nent financier declare that the “United States 
has too much gold” and that, unless we got 
rid of it, we would be drowned in the aurif- 
erous flood. The stream has been so un- 
ceasing that just about half. of the world’s 
whole stock has poured into this country, 
and it was maintained that there was in- 
security rather than security in too much 


gold. 
The Spendthrift Fear 


T was feared that too much wealth would 

make us a spendthrift nation—or more 
technically that, inasmuch as gold is used by 
banks as the basis for the extension of credit 
and the volume of credit could be multiplied 
by several times the amount of the gold, the 
receipt of gold would lead to a period of in- 
flation—of high living—and the inevitable 
crash. For, with the coming of a period 
of inflation, price levels would go soaring. 
Foreign goods, produced more cheaply, 
would be attracted to our shores and Amer- 
ican exports would fall off. This would pro- 
duce an adverse balance of trade because 
when we bought more than we sold it would 
be necessary to ship gold away to pay our 
bills, thus undermining the structure of 
credit and bringing about the financial crash. 

But, happily, all of this was theoretical. 

It was built up on the assumption that if 
the bankers received gold from abroad, mak- 
ing possible the extension of larger credits, 
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they would take this step, loaning money 
freely to every Tom, Dick and Harry with- 
out thought of the security back of the loan. 
It assumed that business men would borrow 
for the sake of borrowing whether they 
needed money or not. Theoretically, one 
dollar in gold might serve as the basis for 
loans of nine dollars.. And, of course, 
neither of these two financial orgies devel- 
oped. The good sense of the American 
banker was demonstrated once more for the 
world witnessed the spectacle of gold expan- 
sion accompanied by only a moderate expan- 
sion of credit. The truth of it is that the 
bankers held in their hands the means of 
producing a period of inflation, but they did 
not choose to use it. 

This is just one of the many fears about 
gold that have found expression over the 
years. 

When the forty-niners unearthed their 
golden bonanza in California, the world’s 
output climbed so rapidly that Thomas De 
Quincey, the brilliant English writer, pre- 
dicted that so much would come into use that 
gold would become almost valueless. With 
the recurring reports that scientists have 
devised formulae for extracting gold from 
the water of the sea or making synthetic 
gold by some new device, the same old bug- 
aboo has poked up its head only to be 
cracked with the club of common sense. But 
gold is such a vital thing in the realm of 
trade and finance that each recurring report 
excites the widest interest. 


Gold Like a Bird Takes 
to Wing Easily 

N keeping track of the world’s gold, the 

Director of the Mint learns of the most 
curious circumstances in all parts of the 
globe, of embargoes, the use of makeshifts 
for gold and other developments. “Many 
Dominicans, particularly in the country dis- 
tricts, hoard gold money in secret places in 
the earth, walls, caves and will pay a pre- 
mium of 1 to 6 per cent to obtain it,” a 
consular officer in San Domingo wrote. The 
disappearance of all silver currency in Haiti, 
due to the operation of Gresham’s law that 
bad money will drive good money out of 
circulation, was reported. From Venezuela, 
it was learned that the “cause of a consider- 
able secret exportation of gold coins” was 
the high price of exchange, and that all ex- 
cept a few national gold coins had been ex- 
ported and that most of the gold money in 
Venezuela was of American origin. The 
widespread hoarding of gold—and its virtual 
disappearance in Bulgaria—was reported. In 
Algeria, it was recited that “since the be- 
ginning of the war, when the Bank of Al- 
geria called upon the population as a patri- 
otic duty to deposit all.its metallic currency 
and receive paper of equal amount in return, 
there have been practically no coins in cir- 
culation. Postage stamps, inclosed in waxed- 
paper envelopes and placed between alumi- 
num and mica and even street car tickets 
also were used for small change.” From the 
remote capital of Portuguese East Africa it 
was confided that “The export of gold is 
officially prohibited, but it is estimated that 
£50,000 (British sovereigns) were smuggled 
to India during 1922.” American tourists 
brought “$500” in gold coin into Tahiti dur- 
ing the year—and so it goes for all points of 
the compass. 
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When one considers all angles of the 
money movement, is it little wonder that the 
Director of the Mint should state that the 
statistics are “avowedly incomplete”? But, 
nevertheless, early in January interrogatories 
will go out to all the principal governments 
asking that they report the monetary gold 
stocks in the state and private banks, so that 
some estimate may be made of the world’s 
stock of monetary gold. The questionnaire 
will cover the coinage, the amount of gold 
used in industrial arts, the imports and ex- 
ports, the influx and outgo of American gold 
coins, the native gold production, the amount 
of gold refined, and other queries relating to 
the currency of the country. When all of 
the figures are assembled and weighed, it is 
the opinion of the government officials that 
the compilation will tell the story of who has 
the sizable portions of the gold. 


Checks on Gold in the United 
States 


N the United States it is possible to state 

with reasonable accuracy just what the 
holdings of this precious metal are. The 
mints report monthly the amount of new 
gold received. The customs service gives 
the imports and exports by districts for the 
United States and this is readjusted quar- 
terly. The mints report the coinage and: give 
the amount of old coins that are sent back for 
recoinage. A careful record. is kept of jew- 
elry, dental scrap, sweepings and other gold 
material turned over to the mints to be 
melted and sold for the arts. The Bureau of 
the Mint collects statistics from the re- 
fineries and the smelters, while the Geolog- 
ical Survey obtains figures from the mines. 
The returns are reconciled and checked over. 
In the past it has been found that the rec- 
ords generally are within 2 per cent of each 
other. In case there should be a wide dif- 
ference in the state totals, the whole case is 
reviewed. Thus the government obtains its 
data with great care so that it can state the 
amount of new gold produced, the precious 
metal coined at the mints and the portion of 
the monetary gold stock that goes in and out 
of the country. 

There are other checks on the totals. The 
Treasury monthly issues a statement of the 
amount of money, including gold, in circula- 
tion. This makes it necessary for the Fed- 
eral department to make a careful inquiry, 
but, nevertheless, the unknown quantity 
creeps into this compilation to a certain ex- 
tent. In 1907 George E. Roberts, just be- 
fore retiring as Director of the Mint, an- 
nounced, after conducting an inquiry for the 
purpose of verifying the Treasury estimates, 
that it had been found advisable to deduct 
$135,000,000 from the total, which was de- 
clared to be $1,484,845,280. 

Mr. Roberts explained that competent stu- 
dents had questioned the totals, contending 
that they were too high. One of the uncer- 
tainties, which had crept into the totals, was 
the amount of gold held by state banks and 
trust companies outside of the national sys- 
tem, as reported to the Comptroller of ‘the 
Currency. The banks reported holdings of 
clearing house certificates, unclassified 
“cash” and in specie. Allowing for the usual 
percentage in gold, it was estimated that 
these banks, together with private banks not 
reporting held about $100,000,000 in gold. 

(Continued on page 348) 
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The Functions of a Trust Company 


By L. H. ROSEBERRY 


Vice-President Security Trust & Savings Bank, Los Angeles, Calif. 


Organized Solely for Trust Business and Performs No Other, 


Having No Business of Its Own. 


Chief Obstacle to the 


Fuller Development of Trust Company Service Has Been Lack of 
Understanding of Services Rendered, on the Part of the Public. 


ANY people are not entirely clear 
about the functions of a trust 
company. A trust company is a 
corporation organized under 
special laws to accept and administer prop- 
erty for others and to act as a trustee un- 
der many forms of contracts and for many 
types of business transactions. These rela- 
tionships generally embrace acting as execu- 
tor or administrator of the estates of de- 
ceased persons; guardian oi minors and 
incompetent persons; trustee under wills, 
bond issues, for life insurance policies and 
under trust agreements, to handle and oper- 
ate any kind of real or personal property 
for living persons, or for almost any other 
purpose not prohibited by law. The possi- 
bilities and variations of trusts are almost 
endless. 

These companies have no business com- 
petitors, excepting public administrators 
who administer estates of deceased persons 
who leave no wills appointing executors, nor 
relatives entitled to administer the estate. 
There is no public officer, no private indi- 
vidual nor corporation nor other entity nor 
instrumentality which is in the same busi- 
ness as a trust company. Although individ- 
uals perform the same functions they do it 
seldom and never as a business. By no 
means, however, do trust companies enjoy a 
monopoly, for there still persists the old- 
fashioned sentimental practice of naming 
one’s relatives, friends or business associates 
as executor of one’s will, guardian for one’s 
children, or trustee of some of their prop- 
erty. This practice, however, after genera- 
tions of unfortunate experience and mis- 
placed confidence, is diminishing and more 
and more the trust company is enveloping 
this field of business. Their activities are 
confined solely to handling property for 
others. They are not permitted by law to 
care for the persons of people. Most of 
their business is confidential, and made so 
by law, which in a measure may explain 
why there is such limited public informa- 
tion about them and their varied trust 
services, 


Transact No Business for Them- 
selves 


HESE companies are essentially public 

serving corporations; in fact, that is all 
they are. They transact absolutely no 
business for themselves, excepting what is 
required to operate. They are equipped 
through large capital and resources and 
carefully built-up, expert organizations to 
render a reliable and what is now consid- 
ered to be an absolutely essential service 


to the people in caring for the property of 
the aged, the sick, the improvident, the 
young, the absent, and the successful busi- 
ness man who needs the services of a re- 
sponsible agent to handle investments and 
property not employed in his regular busi- 
ness enterprise. Most of these services are 
performed under highly confidential terms. 
In some states even the existence of private 
trusts is not known excepting to the per- 
sons who create them and execute them. 
This is the law in California as well as in 
a number of other states, where trust com- 
panies are forbidden to divulge the existence 
and terms of these trusts to others than the 
respective trustors, the beneficiaries, and the 
particular officers and employees whose ser- 
vices are needed in their execution. This 
feature in itself is often attractive. Many 
persons desire that their property holdings 
and many of their business dealings shall, 
for one reason or another, remain confiden- 
tial. There is no other source where equal 
secrecy can be secured in such matters. 
These companies are the safest known 
repositories of property. Indeed, statistics 
show they are safe to the point of almost 
absolute assurance. From their inception 
they come and continue under strict organi- 
zation and periodical inspection laws and 
are always subject to careful and constant 
control and supervision by public authori- 
ties. They must be officered and operated 
by skilled and experienced men backed by 
substantial capital which is usually deposited 
with some state officer for the faithful per- 
formance of their trusts, and they have 
thrown around their operations and the 
property entrusted to them every legal safe- 
guard which our legislators can devise and 
our courts can sustain, and these safeguards 
have, in fact, proved safe. A recent sur- 
vey of the public records of the several 
states disclosed that with but one small ex- 
ception there was not a single recorded case 
in America where the beneficiary of a trust 
administered by an American trust company 
suffered the loss of a single dollar through 
any action for which the trust company was 
legally liable. This is a most remarkable 
record and one that cannot be duplicated 
by any other business institution or agency 
in the country. It does not mean that some 
trust companies have not made mistakes in 
the management of their trust assets, or 
failed, or from other causes lost some of 
the property entrusted to them, but that 
through the protection afforded by their 
capital usually pledged with public authori- 
ties as security for their trusts, and their 
stockholders’ liabilities, they have absorbed 
all losses suffered by their trusts so that 
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none ever finally reached the beneficiaries. 
Contrast this with the vast sums which are 
annually lost or misappropriated by in- 
dividual executors, administrators, guard- 
ians and trustees. In some and indeed 
many instances whole estates have been en- 
tirely wrecked and dependent relatives left 
in penury and want through the neglect, in- 
competence, or worse, of individuals. Not 
a single instance of this can be traced to 
an American trust company. I offer this 
as a most striking, if not sufficient, evidence 
of the value of the trust company to the 
community in which it is located. 

Trust companies are efficient. They are 
organized solely for trust business and 
they perform no other. They engage in 
no banking operations. They have no busi- 
ness for themselves; their sole function is 
to build and operate organizations to 
handle property for others or to serve, in 
some capacity, their property interests. 
Of necessity they must have available the 
best talent, legal, clerical and business. 
They render to their customers complete 
yet condensed periodical statements and 
accounts which are approved by the courts 
or by the beneficiaries of their trusts. They 
produce for their beneficiaries incomes from 
their trust investments equal to those secured 
from current interest rates on good securi- 
ties available in their respective localities. 


Basis of Charges 


lin charges of trust companies are al- 
most ultra-reasonable and really amount 
to less than one can afford to handle one’s 
own property. These charges are based on 
three essentials, first, an acceptance fee 
covering the cost of initiating the trust 
and averaging about one-tenth of 1 per 
cent on the principal of the trust property ; 
second, an annual charge covering all the 
trustee’s ordinary services varying from 
one-tenth of 1 per cent to 1 per cent on 
the principal of the trust funds, dependent 
upon the amount of responsibilities assumed 
and the extent of the service and work 
performed; and finally, a closing fee at 
the termination of the trust, usually fixed 
at 1 per cent of the value of the trust 
estate. This closing charge is to cover the 
final settlement and distribution of the 
trust properties to the ultimate beneficiaries, 
which is made without any probate or 
court proceedings or other red tape or cost 
whatever, beyond the work of the trustee 
in settling the trust accounts and trans- 
ferring the property to the proper persons. 
It was formerly the universal practice, which 
in some instances still persists, for trust 
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companies to base their fees upon a per- 
centage of the gross income collected from 
the trust assets. This, however, in many 
instances was proved to be unfair to the 
trustee and subject to other criticism, 
which is bringing to the front the modern 
plan of charging a percentage on the prin- 
cipal. On the so-called “private” or “liv- 
ing’ trusts the fees are fixed by agree- 
ment in the instrument creating the trust, 
unless, indeed, the law provides otherwise. 
In nearly all instances the fees of exec- 
utors, administrators, guardians and trus- 
tees under wills are defined by statute. In 
every case the fees mentioned constitute 
practically the whole charge against the 
trust. There are rarely charges for extra 
services and no overhead or general ex- 
pense account. The fee quoted absorbs the 
entire cost of managing and handling the 
trust property and, as shown by experi- 
ence, yields but small profit to the trustee. 
Contrary to belief by some, the profits of 
trust companies so far have been meager 
and at best return only a reasonable divi- 
dend on the company’s investment when 
the volume of business becomes large. The 
smaller companies find it difficult to earn 
any profit, and in some cases to meet ex- 
penses. Yet the reasonableness of these fees 
places the services of trust companies with- 
in the reach of even the relatively poor who 
perhaps need it even more than the rich. 
The public gradually is realizing that the 
affiliation of a person, business or enter- 
prise with a good local trust company is 
substantial evidence that such a person, 
business or enterprise is reasonably honest 
and has a fair chance of business success. 
People have gained this confidence through 
years of experience in realizing that trust 
companies only accept business after a 
thorough investigation of the honesty, 
character and capacity of those offering 
it, as well as the probability of success 
of the business enterprise which they are 
launching. A trust company will not know- 
ingly lend its name to any questionable 
business enterprise or one poorly managed 
or not properly financed or safeguarded. 
The public is sensing this and as time goes 
on it will doubtless have more and more 
confidence in any security or business 
proposition which is connected in some 
relationship with a strong local trust com- 
pany. This connection in turn is valuable 
publicity for the customer in aiding in his 
financing and results in offering to the 
public only the choicest and safest invest- 
ment securities. If the trust company will 
accept the offered trust, the trustor and the 
public are both happy, and some essential 
or important local industry is fostered or 
perhaps created when otherwise it might 
fail. This is additional evidence of the 
valuable service which trust companies in- 
directly perform for the people and business 
enterprises in their respective communities. 


Without Commissions 


| is the accepted and universal policy of 
all trust companies to exert themselves 
to the utmost in protecting and con- 
serving property committed to their care. 
Therefore, they aid in the refunding of all 
maturing mortgages and other indebtedness 
on the property in ‘their trusts, without 
commissions and at minimum interest rates 


and costs. In proper and necessary cases 
they make advances of their own funds 
to the trusts which sometimes run into 
large figures. Many companies charge no 
interest on such trust advances. This 
financial aid usually comes at a time when 
it is difficult to obtain money elsewhere and 
reduces to a minimum the sacrificial sale 
of trust assets on low markets or under 
pressure to meet maturing indebtedness or 
emergency calls. The familiarity of the 
company with the trust assets and the inter- 
ests of the respective parties enables it 
easily and with safety to make loans to such 
persons on their trust interests where this 
is legally possible or meritorious: Many 
trust companies have a fixed policy of 
supplying at actual cost their trusts with 
their own choicest securities, thus enabling 
the trust to purchase its investments at 
wholesale prices, carry current rates of 
interest and without loss resulting from idle 
funds awaiting investment. 

As trustee under bond issues trust com- 
panies perform one of their best known 
functions. Here, in the capacity of trustee 
under the indenture securing the bonds, 
notes or debentures, they act as custodian 
of the pledged collateral, if any, and watch 
over the mortgaged real property and the 
other assets behind the bonds. The trustee 
begins by carefully checking all the pro- 
ceedings for the creation of the bond 
issue, approves, after careful inspection, 
the administrative machinery set up in the 
trust indenture, and requires the com- 
pletion of all legal proceedings, authori- 
zation of public officers, certificates of 
title covering the mortgaged property and 
opinion of counsel certifying the legality 
of the bonds, before it will certify and 
deliver over the securities for sale and 
distribution to the public. But its pro- 
tective activities do not stop there. Until 
the bonds are all finally paid and redeemed 
it sees that the corporate existence of the 
debtor company is maintained; that its 
mortgaged properties are kept adequately 
covered with insurance; that its taxes are 
paid; that its property is kept in repair 
and its values mairrtained as adequate se- 
curity for the indebtedness. It also pays 
the interest coupons, redeems and pays the 
bonds as they mature, sees that no prop- 
erty is released from the bond issue ex- 
cept upon receipt of the proper release 
price, and lastly, in cases of default, it 
steps in and conserves the property or 
business securing the bonds until final 
foreclosure and sale or through reorgani- 
zation or rehabilitation the embarrassed 
company is able to meet its debts. 
it safeguards the interests of the bond- 
holders during the life of their bonds and 
collects their investments in case of diffi- 
culty. Such a service to the bond holding 
public is not possible excepting through a 
trust company. It has made possible the 
marketing of large issues at conservative 
interest rate among a large body of in- 
vestors, which in turn makes possible the 
development and financing of industries at 
a cost not otherwise possible. 


Chief Obstacle to Development 


HE chief obstacle to the fuller develop- 
ment of our trust company service has 
been the lack of an intelligent understand- 
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ing of its service on the part of the Amer- 
ican public. This is doubtless attributable 
to the meager educational publicity which 
has been given to it. Recently, however, 
active and aggressive publicity campaigns 
have been waged, national, state and local, 
to acquaint the people with their functions, 
their costs, their advantages, their uses, 
and their safety. With this better under- 
standing has come the larger development, 
better organization, more progressive meth- 
ods, and a more intensive care and ser- 
vice on the part of trust companies them- 
selves. They have been stimulated to build 
up their departments, seek more highly 
trained operatives, pay closer attention to 
the details of their work, and seek in other 
ways to win the favor and commendation 
of their patrons, and in this they have been 
successful beyond their expectations. The 
modern trust company problem is largely 
one of publicity and education. It is only 
necessary that people discover the wonder- 
ful reservoir of assistance, protection and 
profit available to them in these companies, 
to cause trust facilities to be strained to 
the utmost to supply the demand. 

An indirect, but nevertheless very valu- 
able service which trust companies render 
to their communities in the conservation of 
property committed to them is through the 
discouragement of unnecessary or im- 
proper litigation. This is accomplished in 
a number of ways, first of which is in- 
telligent cooperation with reputable lawyers 
in the drafting of wills, trust indentures 
securing bond issues, declarations and agree- 
ments of trust, and other instruments at 
the time of the acceptance of new business. 
If the papers are carefully and properly 
drawn, both from the legal standpoint of 
the attorney and also from the experi- 
enced administrative standpoint of the 
trustee, much future difficulty, unpleasant- 
ness, litigation and, in many _ instances, 
serious loss will be avoided. The Bar has 
been quick to appreciate and avail it- 
self of the valuable business aid, advice 
and forms of trust companies in the prepa- 
ration of these legal documents. Experi- 
ence has demonstrated that it is almost as 
important to provide for full and adequate 
administrative machinery in these legal 
documents as it is to meet strictly legal 
requirements. The impartial and unselfish 
attitude of the trust company in adminis- 
tering its trusts has gone to great lengths 
in allaying suspicion and hostility among 
the heirs and devisees who, while easily 
suspicious of and ready to quarrel with 
each other, feel no similar antagonism to 
an impartial and responsible trust com- 
pany. The company acts as a friendly 
arbitrator and an impartial administrator 
of their common property affairs, and this 
has resulted in the avoidance of many ex- 
pensive and bitter lawsuits. The system- 
atic, accurate and reliable accounts and 
reports which trust companies render are 
important elements in allaying trouble. As 
long as the heirs have full information re- 
garding the estate, with the knowledge of 
what each is receiving and the exact con- 
dition of the property, they are not apt 
to start trouble. One of the most potent 
influences yet found to prevent wasteful 
and unwarranted litigation is the firm and 
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America’s New Citadel of Finance 


Federal Reserve Bank of New York’s Structure Completed 
After Three Years of Construction. One of the Largest Bank- 
ing Buildings in the World. Nothing to Justify Calling It a 
“Banking Palace.” Has Many New Features. Immense Vaults. 


HE new Federal Reserve Bank of 

New York, three years in the build- 

ing, is a veritable citadel of finance. 

Its topmost pinnacle soars fifteen 

stories above the street in the heart of 

America’s financial center. Its vaults, built 

to serve as a stronghold for hundreds of 

millions of dollars in gold and securities, 

are sunk five stories below tidewater in an 

impregnable position. While the structure 

and its fittings cost about fourteen million 

dollars, there is nothing that would justify 

the conventional description of it being a 

banking “palace.” As a banking house it is 

impressively simple, devoid of ornament and 

obviously designed to serve the particular 
needs of a reserve bank. 

The building is one of the largest banking 
structures in the world with twenty acres of 
space. Within its walls will work more than 
2500 people, but the architects planned for 
future growth so that twice this number may 
be accommodated if the operations ever re- 
quire such a vast staff. With the exception 
of the vault, the major part of the interior of 
the building, while it has been specifically de- 
signed for the work of the bank, is largely 
of standard office building construction, with 
large working areas and steel and glass par- 
titions. The space has been arranged to dis- 
patch business efficiently, to safeguard the 
handling of money and securities and to pro- 
mote the health and comfort of the staff. 


The Italian Note 


7. general type of architecture is early 
Italian Renaissance, adapted to modern 
usage. The exterior is severely plain. The 
walls of the lower stories are made of mas- 
sive blocks of unornamented gray limestone, 
studded with windows protected by sturdy 
wrought iron bars. The only ornament on 
the outside is a pair of exceedingly fine 
wrought iron lanterns that flank the arched 
doorway serving as an entrance to the bank 
on Liberty Street. The Italian note is pre- 
served in many parts of the bank by the high 
vaulted ceilings, the plastered walls and fur- 
nishings that are reminiscent of the Renais- 
sance period in that far-off country. 

The stone from which the building was 
fashioned came from the limestone quarries 
of Indiana and the sandstone quarries of 
Ohio. 

The limestone is not of the uniform shade 
generally used but consists for the most part 
of the output of the quarries for which, be- 
cause of color markings, there is a very lim- 
ited market. However, the architects were 
of the opinion that the varying shades and 
textures in the limestone would be particu- 
larly adapted to the bank with its large ex- 
panse of wall devoid of ornament. 

There is a certain appeal in plain elegance 


—and this is the feature of the new bank 
building. 

As the inscription carved on the walls of 
the main entrance recites, “This building was 
erected in 1924 to promote and protect the 
work of the Federal Reserve Bank of New 
York, which was established in 1914 under 
the provisions of the Federal Reserve Act, 
to unite the reserves of many banks for the 
protection of all—to furnish an elastic cur- 
rency, to further agriculture, industry and 
commerce, and to conduct fiscal operations 
for the United States Government.” 


To Serve Member Banks 


HE building was designed to serve the 

member banks and not the individuals. 
And, of course, it does not look like the lux- 
urious, palatial commercial bank, with its 
maze of richly ornamented cages, the resplen- 
dent marble ceilings and other trappings of 
richness. For it must be remembered, the Re- 
serve Bank occupies a peculiar place in bank- 
ing because its chief services consist of re- 
discounting, the collection of checks for 
member banks, the collection of notes and 
drafts, the telegraphic transfer of funds 
from one part of the country to the other, 
the settlement of current balances through 
the gold settlement fund at Washington, the 
shipment of wrapped coin and currency, the 
maintenance of statistical and other services 
to aid member banks; in addition to this, the 
bank pays checks and warrants for the gov- 
ernment, exchanges government bonds and 
pays coupons upon these securities; sells and 
redeems Treasury certificates of indebtedness 
and assumes the custody and sale of securi- 
ties for the United States Treasury, other 
governmental agencies and member banks. 

The building has been designed also to ren- 
der these services with the utmost efficiency. 
On the right and left of the entrance vesti- 
bule are the receiving tellers, the telegraph 
offices and the city collection department. 
On the second floor the departments which 
handle the government bonds are located. 
On the third floor is the money department, 
where millions of dollars in notes are sorted 
and counted. The dirty currency is made 
ready for its journey to Washington to be 
thrown into the macerators and retired from 
circulation. The mutilated notes are pre- 
pared for redemption. On a single desk in 
one of the numerous cages, there is often 
more than a million dollars. 

On the higher floors are quartered the 
foreign department, the country collection 
department and the other divisions that go 
to make the banking service complete. 

It is on the tenth floor that the offices oc- 
cupied by the high officials of the bank are 
located. Fine copies of old Italian furniture, 
placed amid velvet hangings on the cold gray 
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plastered walls, give an air of dignity to the 
quarters. On this same floor are rooms for 
the use of all member banks, a large gen- 
eral reception room and a senior officers’ 
room—all in harmony with the rest of the 
structure. 

From the practical standpoint there are 
many noteworthy features. The floor space 
has been arranged to completely separate 
those handling money and securities, other 
employees and those who use the facilities 
of the bank. This means that the visitors 
may go to the various departments without 
using the same corridors as the bank em- 
ployees. The arrangement prevents the 
crossing of their routes at any time. 

The elevator system is a marvel. There 
are sixteen lifts, arranged in batteries of 
eight and so placed that by means of grille 
gates the entire lot can be closed off for the 
use of the incoming employees. Two elevator 
lobbies, extending to the north and south, 
open on each working floor. On the north 
side they open into a service corridor by 
which the workers can reach their desks and 
lockers. On the south side they open into 
public spaces and halls leading to the de- 
partments that deal with the public. 

The feeling that the bank is a sort of 
financial citadel is promoted by the elevator 
doors of steel, all studded and banded. 


A Cage Within a Cage 


HE cages in the cash department have 

been designed to give the utmost of se- 
curity to the representatives of the banks, 
who bring money and securities to the Re- 
serve Bank. There is a cage-within-a-cage 
arrangement, so that the bank messenger can 
close the door behind him and hand over the 
valuables to the teller within the inner win- 
dow. The windows on the main banking 
floor are glazed with an amber-tinted glass, 
which precludes the possibility of communi- 
cating by signal from the street with a per- 
son on the inside. 

It is doubtful if there is a more impreg- 
nable vault in the whole world than that 
which has been installed in the New York 
bank building. 

The entire vault stands below tidewater 
and the lower floor rests upon piers imbedded 
in a foundation of solid rock. It contains 
three levels with the lowest floor 80 feet be- 
low the curb at Liberty and Nassau Streets. 
Within the space devoted to the vaults it is 
estimated that 40 average New York apart- 
ments might be placed. The vast under- 
ground space. will take care of the immense 
amount of securities and cash, which here- 
tofore have been intrusted to eleven different 
vaults scattered in five different buildings in 
the financial district. More than three billion 
dollars in cash and securities and a vast 
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accumulation of gold will be stored in these 
vaults. Security elevators are adjacent to 
the vault and will expedite the movement of 
securities from one level to another, with 
doors on each level reached by special cor- 
ridors connected with these automatic se- 
curity elevators. 

The Federal Reserve Bank has been mind- 
ful of the needs of the 850 member banks, 
constituted in its membership, and has made 
individual vaults available for any of them 
so that they may have their own individual 
nook in what is perhaps the safest place in 
the world. 

Surrounding the vaults are three walls 
eight feet thick and an easterly wall of ten 
feet in thickness. The type of construction 
adopted for the walls of the vaults withstood 
a series of the most severe tests in which 
they were subjected to the action of the most 
powerful agents of destruction—T NT, dyna- 
mite, oxyacetylene torches and the jackham- 
mer drills. The walls are of reinforced con- 
crete, lined and interlined with special metals. 
The thick layer of concrete is reinforced 
with heavy iron bars, lengths of railroad 
steel, woven wire cables and other metals. 
Burglar alarm wires are placed at inter- 
vals so that an attempt to penetrate the walls 
would bring instantaneous warning. 


Vault Doors and Listening 
Gallery 


HE vault doors are said to mark a new 

advance in security. They are of a re- 
volving type and are six in number. Each is 
a cylinder which turns on a vertical axis in- 
side of a steel frame, which in turn is se- 
curely imbedded in the walls of the vault. 
The three main doors, with their frames, are 
ten feet thick and weigh 230 tons each, while 
the emergency doors are eight feet thick 
and weigh 185 tons. When the base section 
of one of these massive doors arrived at 
New York for installation, it required two 
hundred-ton jacks, five huge motor trucks 
and forty men to move this single ingot of 
104,000 pounds from the pier. 

To gain access to the vault, the cylinder is 
revolved so that the passageway leads di- 
rectly into the vault. To close the vault a 
simple mechanical arrangement has been de- 
vised which causes this huge cylinder of steel 
to revolve 90 degrees so that the passage 
runs lengthwise with the walls when the 
vault is closed. Thus between the interior 
and exterior of the vault, when the door is 
closed, are two solid metal walls, each 2% 
feet thick. If the super-burglar should 
achieve the miraculous and cut through the 
outer thirty inches of metal, he would dis- 
cover that he was in a space four feet deep 
confronting another metallic barrier just as 
formidable. There is a listening gallery 
around the vaults, inside of the foundation 
walls, enabling guards to be ever on the 
alert and affording warning of any attempt 
to tunnel in from the outside. 

A force of clerks averaging about thirty- 
five persons will work throughout the day 
inside these vaults. A system of artificial 
ventilation has been provided that will force 
fresh air into the vaults. The vents have 
been so placed that no one could enter with- 
out being electrocuted by the charged grat- 
ing. In installing this modern system of 
ventilation, the architects have not weak- 


ened the walls because the air duct is led 
through a door exactly like the massive door 
to the vault. 

The interior of the building follows the 
pattern of standard office building construc- 
tions. The first three floors, as has been in- 
dicated, are devoted mainly to the depart- 
ments serving the public. 

Between the balcony, just above the third 
floor, and the main cornice of the building 
are the typical floors which are laid out to 
be utilized for the various purposes of the 
several departments. At the fourteenth floor 
is a balcony entirely around the building. 
Immediately outside of the two floors, which 
are devoted to cafeteria service and welfare 
work, is a covered arcade or loggia. 


An Auditorium 


O an outsider there are many features in 

the bank that would prove surprising. 
The building contains an auditorium, with a 
balcony, that will accommodate 1000 people. 
A stage large enough to hold fifty people 
has been constructed. The auditorium will 
provide a gathering place, where an in- 
structor may explain the intricacies of a 
banking operation to a large group. It may 
be engaged by any member bank desirous of 
holding a gathering. The American Institute 
of Banking chapters may use it for their 
larger group sessions. The uses to which 
this auditorium may be put are legion. It 
is one of the most attractive spots in the 
whole building. 

A grim reminder of the need for constant 
vigilance to protect the treasures that are 
intrusted to the modern bank is afforded by 
another room—a pistol range, located in one 
of the underground stories. There the 
guards may train their eyes so they can shoot 
with unerring aim if extreme measures be- 
come necessary. 

In accordance with the advanced com- 
mercial thought, the bank has provided al- 
most every means of safeguarding the health 
and promoting the comfort of the workers. 
There are three cafeterias capable of ac- 
commodating more than 2000 where the bank 
employees may eat well-prepared food at ac- 
tual cost. A medical department, outfitted 
with the best equipment, is located on one 
of the top floors. Each prospective worker 
is subjected to a thorough medical examina- 
tion and once a year the staff of doctors, 
regularly employed by the bank, goes over 
the entire personnel from Governor Benja- 
min Strong down to the office boy to see 
that the various ills to which the flesh is heir 
are making no inroads. The laboratories 
are equipped with X-ray machines, bacterio- 
logical paraphernalia and the most modern 
aids to medicine. Technicians are employed 
to look after the dental work of the 2500 
employees. There are several welfare de- 
partments, a circulating library, a bank shop 
and other things that go to make for the con- 
tentment of the workers. 

One of the most marvelous features of 
the bank, from the standpoint of sheer effi- 
ciency, is the transit department, where as 
many as 400,000 checks daily are handled by 
a staff of 350 women. Batteries of adding 
machines list the items that run around 
100 million dollars daily, but due to the sound 
absorbing, perforated ceilings the noise is 
reduced to a minimum. 
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Bank Postoffice 


_ work has been systematized so that 
there is virtually no lost motion. The 
bank has its own postoffice and delivers and 
receives its letters direct from the postal 
cars. This arrangement effects a saving, it is 
estimated, of two hours each day. The in- 
coming mail is opened, sorted and distributed 
by messengers who maintain a_ half-hour 
schedule to all departments. The bank last 
year paid out $185,000 in postage. Under the 
system that mail is handled, all outgoing 
items are directed to the bank postoffice, 
where one envelope encloses all of the com- 
munications addressed to a single bank, thus 
holding the expenditures for postage down to 
the minimum. 

From the receiving desk, all incoming 
checks are sent to the endorsement machines 
and put on block sheets of about 200, so that 
the errors may be readily isolated to a single 
unit. Sent to the rack, the checks are broken 
down into cities, then listed to the respective 
banks and forwarded for collection. About 
8000 items are returned daily because they 
are not properly drawn or funds are insuffi- 
cient to pay them. The drawing bank is no- 
tified by telegraph or telephone on all re- 
turned items over $500. 

One of the most elaborate networks of 
leased wires radiates from the wire trans- 
fer department, placing the New York 
bank in instantaneous contact with the banks 
in all parts of the country. An average of 
1500 messages are transmitted daily over the 
leased wires, and an average of $130,000,- 
000 is transferred to and from other banks. 
The mechanism for the transferring of 
money is declared to be perfect in the New 
York institution. 

The building, insofar as heating, electric 
power, lighting and ventilation are con- 
cerned, is self-contained, with the provision 
for the use of outside sources only in case 
of emergency. The vastness of the elec- 
trical plant may be indicated by the fact 
that two large reciprocating engines are 
installed with two electric generators at- 
tached, which will develop 1600 horsepower. 
These engines will operate 25 elevators and 
meet all other requirements for power. 
There is a complete system of artificial ven- 
tilation for those sections of the building 
which require ventilation, which can change 
the air throughout these spaces once every 
eight minutes. There is an immense switch- 
board with 58 trunk lines and a capacity for 
1000 extensions. It is one of the most elabo- 
rate switchboards in service. 


Safety Precautions 


yee factor of security has been stressed 
in the arrangement of the whole build- 
ing. The employees enter on a different side 
from the public, admittance being gained 
only after identification. On this side of 
the building there is a drive entrance where 
armored wagons and mail trucks may enter 
through a guarded doorway, back up to a 
platform and transfer their valuable pouches 
in full sight of an overhead gallery of bullet- 
proof steel, where guards keep a constant 
vigil. From this loading platform gold, cur- 
rency and securities packed in hand-trucks 
of a new device, are led through a vestibule 
into a protected corridor leading to the vault. 
(Continued on page 358) 


The Value of Clearing House 


Examiners in Smaller Cities 


By T. P. FARMER 


Clearing House Examiner, Tulsa, Okla. 


The Banks in Tulsa’s Association Have Been Benefited by the 
Employment of a Combination Manager-Secretary-Examiner. 


His Duties and the Scope of the Corrective Work He Undertakes. 


HE Clearing House Examiner Sys- 
tem is so well known to bankers and 
so much has been written and said 
in regard to its benefits that to dis- 
course upon its principle would merely be 
a repetition of the things that bankers al- 
ready know, or have heard. Practically all 
bankers agree that an examination and ap- 
praisal of assets by one acquainted with lo- 
cal conditions and the securities passed upon 
is more effective than one by an examiner 
who has not the time nor means at hand 
to gain a thorough knowledge of the securi- 
ties presented, but a great many cities are 
deterred in adopting the system because the 
costs appear to be too great for the bene- 
fits received. 

The details of the Clearing House Exam- 
iner System are perhaps not operated the 
same in any two cities, as it would be rare 
indeed to find any two banks whose every 
detail of management or operation was the 
same, but all Clearing House Examiners op- 
erate with the same end in view, namely, to 
aid the management of the banks in more 
efficiently conducting its affairs, by corre- 
lating the credit information and by inform- 
ing and advising the banks in regard to 
matters which no one bank can itself easily 
ascertain, but which the examiner, through 
his survey of all the banks, can perceive at a 
glance. In this manner he not only aids in 
the management, but at the same time is use- 
ful in protecting the depositors and stock- 
holders from loss. 

Whether the Clearing House Examiner is 
worth the expense to the banks in any city 
depends largely upon the examiner employed, 
also to a very great extent upon the bankers 
themselves. If a competent examiner is em- 
ployed, he will furnish the banks with in- 
formation that will be valuable in passing 
upon applications or extensions of loans, 
but if this information is disregarded, then, 
in so far as that bank is concerned, the ex- 
pense of the examiner is a waste. 


Can Avert Many Dangers 


F the Clearing House Association has rules 

and fearless officers or a committee to 
see that they are enforced, then, if the re- 
calcitrant member should, through a willful 
disregard of its best interests, continue a 
condition that would endanger its solvency 
or the good will of the public toward all 
banks, the examiner, working through the 
officers of the Clearing House Association 


Assists Chamber of Commerce in Passing on New Enterprises. 


or the committee for that purpose could 
either avert the disaster or mitigate its ill 
effects. The result of his efforts in this 
case would depend upon the extent of the 
cooperation of the members of the Clearing 
House Association. 

I do not hold with those who claim the 
Clearing House Examiner System is 100 
per cent perfect, because that would be to 
assert something contrary to the teachings of 
experience, but I do hold that those who 
claim that the bankers of any city who 
really desire to correlate their activities to 
the end that their credit information may be 
broadened and more accurate, that their 
mutual contact may be more harmonious, 
and the soundness and safety of all be made 
more secure, can more effectively do this 
through a Clearing House Examiner than 
in any other way. 

The bureau of credits is a branch or sub- 
division of the examiner system. 

In some places stress is laid upon the 
exhaustiveness of the examination and in 
others the scope of the credit bureau. Some- 
times an examiner is used and sometimes it 
is the credit bureau, or both, according to 
the location of the banks, the class of cus- 
tomers with whom they deal and the extent 
to which they desire to have the Clearing 
House Examiner System operate. 

Clearing Houses in the larger cities have 
much more elaborate systems of examination 
and departments and subdivisions of labor 
than will be found in the smaller cities, and 
the operation of a clearing house in a small 
city would resemble that of the large city 
clearing house in about the same way the 
small city bank would resemble the large 
city bank. 


Larger Cities the Models 


HE examinations made by the clearing 

houses of Chicago and Cleveland have 
been fully explained. The credit bureau of 
Richmond has also called forth commenda- 
tion from many sources. Many other clear- 
ing houses have examiners or credit bureaus, 
modeled to some extent on those mentioned, 
and in fact all clearing houses where the 
Clearing House Examiner System is in force 
have merely adapted all or parts of the 
Chicago and Cleveland systems to what they 
believe are suitable for their own locality and 
condition. Therefore, in telling you about 
the clearing house in Tulsa, Okla., I am not 
giving you anything new, except how the 
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ideas gained from the clearing houses in the 
cities mentioned have been adapted in a much 
smaller place. 

Tulsa is well known as the oil center of 
the Mid-West and it is true that its growth 
has been largely the result of becoming the 
center for those interested in producing, re- 
fining, and marketing petroleum and the 
allied industries of petroleum, but in addi- 
tion to these industries, a suburb of Tulsa 
has one of the largest cotton textile mills 
in the South, and the City of Tulsa is the 
distributing center for all northeastern Okla- 
homa. 

The Northeastern Oklahoma Chamber of 
Commerce, founded and fostered by Tulsa 
men, is awakening the people to advantages 
of this section of the state for fruit growing, 
truck gardening, and dairy farming, with 
results that have been amazing to the most 
optimistic, and in this the bankers, through 
their clearing house association, have played 
an important part. 

The examiner for the Tulsa Clearing 
House Association has varied duties and 
combines in one person what in larger cities 
would be three distinct offices with their sub- 
divisions and departments—that is, he is 
secretary, manager and examiner. 


The Duties of the Officers 


T= duties of secretary require him to 
call the meetings of the association, re- 
cord the minutes and carry on the corre- 
spondence with those having business or 
transactions with the banks collectively. 

The duties of manager require him to su- 
pervise the office force, which consists of one 
person combining the position of stenogra- 
pher and record and filing clerk and who 
makes the settlements found to be due at 
each day’s clearing. The manager also rep- 
resents all of the banks at conventions and 
upon such other occasions as require the 
banks to be represented but which do not 
require a representative from each bank. 

The Tulsa Clearing House Association 
believed it needed a manager-secretary, who 
would also assist the Tulsa Chamber of 
Commerce in its work by helping to pass on 
the desirability of new enterprises and that 
an examiner would also be useful, but the 
expense of two men would be rather burden- 
some for such a small group of banks, and 
for an examiner to maintain a force neces- 
sary to make a thorough audit and examina- 
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tion would be a greater expense than they 
could bear. The examiner could not be oc- 
cupied all of the time, and to assemble a 
new corps of assistants for each set of ex- 
aminations would be very unsatisfactory and 
of little force. 

It would perhaps enable the reader to un- 
derstand the difficulty of maintaining a force 
to examine the Tulsa banks if a brief men- 
tion were made regarding their aggregate 
assets and liabilities. 

Tulsa has two small state banks which are 
not members of the clearing house. There are 
also two trust companies which do not re- 
ceive deposits and are not members of the 
clearing house, but as one trust company 
has the identical stockholders, and in the 
same proportion, as one of the clearing house 
banks and the other trust company is con- 
trolled by the controlling interests in a clear- 
ing house bank, they join with the clearing 
house in all civic or public matters upon 
which the banks act as a whole. 

Six national banks comprise the Tulsa 
Clearing House Association. Their aggre- 
gate capital and surplus is $6,360,000 and 
their aggregate deposits are $63,000,000, al- 
though included in these totals is one bank 
with $2,500,000 capital and surplus and 
deposits of $30,000,000. 


Situation in Small Cities 


HUS it can be seen that to make an ex- 

amination of these banks would require 
several assistants to the examiner, and 
yet they could be kept busy only a part of 
the year. The banks therefore decided to 
employ a combination manager and exam- 
iner and leave it to him to find out in his 
own way the condition of the banks and 
call the attention of the banks examined 
to any matters which they do not know or 
which should be impressed upon them. At 
the examiner’s discretion, he is required to 
report to the executive committee any facts 
which should require its consideration or 
call for its action. 

The acquaintanceship between the bankers 
in a city of this size is’ personal and their 
contacts are more informal than in cities 
with a greater number of clearing house 
members. Although they do not hesitate to 
act when convinced that action is necessary, 
the personal element unconsciously creeps in 
when considering the affairs of a member 
bank and judgment can never be as unbiased 
as in considering the same state of facts in 
the abstract. The examiner in this city has, 
therefore, found that when discipline is 
necessary it can be enforced better by the 
Comptroller of the Currency than by the 
self-imposed judgment of the other mem- 
bers of the clearing house and that the 
criticised member does not resent the criti- 
cisms of an officer, whose duty it is to super- 
vise and admonish, as much as they would 
the criticism of their personal friends who 
are competitors. 

All the records of the banks are open 
at all times for my inspection and I can 
peruse them at my pleasure, considering of 
course the convenience of the employees who 
have them in use. Each bank has its own 
auditor, and sometimes employs an outside 
firm of accountants, who makes an audit of 
the bank at least once each year, and this 
audit, as well as the reports of examinations 
of the national bank examiners, are open to 


AMERICAN BANKERS ASSOCIATION JOURNAL 


me and from them I can see what particular 
matters they have overlooked or not stressed 
as much as should be done, and this I can 
call to the attention of the bank. 

I do not attempt to audit any accounts or 
reconcile statements, but depend upon the 
reports of the bank auditors and national 
bank examiners for that detail. I do take a 
list of their bonds and securities and keep on 
a card for each name, alphabetically filed, 
the names of all borrowers from the mem- 
ber bank owing to the bank $1,000 or more. 
These names are not furnished by the banks 
but are copied by me and the list is com- 
pletely revised every three months or oftener. 
At first glance it would appear that this in- 
formation is not kept up to date, but at least 
once a week I look over the loans made and 
loans paid, and, although the record shows 
whether it is a renewal or new loan, I can 
tell without that information as the names 
soon become familiar to me. Any new loans 
for an amount of any consequence are noted 
and the record placed in my files. 

The cards in my office containing the 
names of borrowers are filed according to 
banks, but twice each year, just after a re- 
vision of the lists of borrowers, a list of the 
duplications of borrowers is made up. Each 
bank is furnished with the names of its bor- 
rowers who owe at other banks. This list 
shows the name of the borrower, the amount 
he owes the bank reported to, the number of 
other banks in this city he owes, and the 
aggregate amount he owes other banks in 
this city. No mention is made of the names 
of the other banks at which the customer 
owes, but the bank reported to can usually 
tell where they owe, and if there is any 
about which this information is requested, 
the examiner is authorized to disclose it, but 
does not inform them in regard to the se- 
curity at other places without special per- 
mission. These duplications also include 
affiliations, subsidiaries, partnerships, in- 
dorsements, borrowings of corporations in 
which the reported borrower is a large owner 
or whose credit extensions would affect the 
liquidity of the reported borrower’s paper. 


A Check on All Loans 


HESE duplications, affiliations, etc., are” 


grouped in one bracket so that the bank 
can tell at a glance the total amount of their 
customer’s borrowings at other banks in the 
city and the borrowings of affiliations, etc., 
that have either a direct or indirect bearing 
on the customer’s financial condition. Much 
of this information is already known to the 
bank and merely serves as a reminder, but 
very often facts are disclosed that no credit 
statement would ever contain or conversa- 
tion with the borrower bring out. I also go 
through the credit files of each bank, analyze 
the statements, and report to the officers of 
the bank such trend of the financial condi- 
tions of the borrower as the statement may 
show or as I may have gained from other 
sources. 

The credit standing of borrowers in an 
oil country very often change materially in 
a short time, and I, by having access to all of 
the credit files and discussing the status of 
borrowers with the credit departments and 
officers of the several banks, can keep much 
better posted as to the current status of the 
larger borrowers than the credit department 
of one bank could do, unaided. 
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I am also present with the officers when 
they discuss the paper with the national bank 
examiner. I never suggest to the national 
bank examiner any opinion as to how he 
should class the paper, but I often am able to 
put him in possession of facts the bank offi- 
cers had forgotten to relate. 

The bank officer as a rule has a natural 
tendency to defend a loan which has been 
under his charge, and unconsciously puts it 
in its most favorable light and sometimes lets 
the personality of the borrower blind him to 
conditions that as a disinterested observer he 
would not overlook. In such cases, I find it 
necessary to express my disagreement and 
in the presence of the bank officer relate to 
the government examiner what my observa- 
tions and investigations have disclosed. In 
the four years I have been in Tulsa no officer 
has resented my criticisms, but has always 
accepted them in a friendly spirit. 


Why Banks Fail 


M<* experience teaches me that, with few 
exceptions, bank failures are caused by 
dishonest officers or too liberal a use of the 
funds by the officers and directors, and that 
an outside examiner cannot obtain the in- 
formation in regard to such loans as well as 
one who knows the personnel and their busi- 
ness connections and ramifications. On the 
other hand, the clearing house examiner 
has no authority or means of keeping these 
loans within prudent limits, or secured by 
liquid collateral, and to report it to a clear- 
ing house committee, unless he has some 
way of enforcing his judgment. So, I have 
found that in such instances as this, by work- 
ing hand in hand with the Comptroller of the 
Currency, the best results can be obtained 
with little friction. 


Taxing Capital 
(Continued from page 300) 


the same assets are worth but $5,000; and 
third, of discouraging the production of 
more capital—instead of a normal increase 
of units to meet increased needs, no more 
are produced. If we are to have something 
left to tax, it is high time we begin pre- 
serving it. We are now selling our seed 
grain and wili have nothing to sow when 
next spring comes. 

As between the states, too high inheri- 
tance taxes may, perhaps, work themselves 
out. Already states are bidding for resi- 
dents expecting to die, just as states have 
bid for corporation fees by liberal laws. So 
wealthy men will not continue to live in 
states where death is too expensive; nor 
will corporations, organized under the 
laws of states taxing stockholders unfairly, 
find willing investors but will incorporate 
elsewhere. Taxes have become personal by 
reason of their size, and information about 
them is widespread. A thousand talk taxes 
today where but one did five years ago. A 
state, in order to preserve its own revenue, 
will therefore be reasonable in its exac- 
tions. With the Federal government, how- 
ever, basing its rates upon some theory of 
social, not fiscal, policy, we are faced with 
the gradual extinction of this source of 
revenue unless Congress too shall come to a 
scientific, not a political, consideration of a 
wholly economic question. 


Should Small Banks Enter the 


Trust Field? 


By LEROY MCWHINNEY 


Trust Officer, The United States National Bank, Denver 


Survey of Territory Will Show Small City Banker Amount of 
Business Available and His Opportunity for Acquiring It. 


Scope of Trust Service Should Be Limited Intelligently. 


Banks 


Should Be Wary About Starting With Untrained Officers. 


HOULD the small bank enter the trust 
field?—or perhaps more _ directly 
stated—can small banks make a profit 
from trust banking? Occasionally it 

is stated that it is the duty of banks in small 
cities and towns to provide their respec- 
tive communities with trust service, but I 
know of no moral obligation resting upon 
any small bank to undertake any form of 
new business operation, and, in the last 
analysis, the question is one of profit and 
loss—viewed, of course, in the light of the 
obligations and privileges of sound business 
ethics. 

Although trust banking is 102 years old, 
highly developed in the centers of popula- 
tion and wealth, and well established in 
many less congested districts, the number 
of institutions actually engaged is so rela- 
tively small, the number of western coun- 
try banks which have tried the experiment 
is so nearly negligible, and the fertility of 
each field so dependent upon local condi- 
tions, that it is exceedingly difficult to gather 
sufficient information to permit the draw- 
ing of any general conclusions as to the 
wisdom of small banks adding trust bank- 
ing to their other operations. 


Learning the Rules 


6 pee manager of a small bank who ap- 
proaches this question should, of course, 
do so with full knowledge of the charac- 
ter of trust service, of its essential dif- 
ference from the arm’s length dealing per- 
missible and necessary in ordinary commer- 
cial relationships; in short, of the rules by 
which this highly specialized form of busi- 
ness must be conducted; of its cost; of its 
possibilities of direct revenue; of the long 
period usually required for development to 
the point of profit (perhaps a decade) ; and 
of its effect upon the other lines of banking 
conducted in his institution. But he will 
particularly desire to be informed of the 
experience of others similarly situated and 
perhaps, to some extent, of their views and 
conclusions. A summary of the results of 
an investigation -of the experience in this 
field of the relatively small banks in the 
West, as developed by a questionnaire, is 
enlightening. 

It may be well to mention one other point 
which is frequently overlooked by the com- 
mercial banker without trust experience, in 
surveying the possibilities of trust banking. 
I had a letter a few days ago from a west- 


ern banker, in which he stated that, while 
the operation of a separate trust depart- 
ment was not feasible in his institution, he 
had found it possible to pay expenses by 
combining a bond department, an insurance 
agency and a trust department. I assume 
that the income of the trust department 
arises largely from the profits on bonds and 
insurance policies sold to the trusts. A few 
months ago the inheritance tax attorney of 
a western state, in discussing the trust busi- 
ness, assured me that it must be profitable 
in his territory, because he had observed 
that certain banks in his state managed to 


Small Bank Views 


Q UESTIONNAIRES asking 
240 banks in the Western 
States whether they thought a 
small bank should enter the trust 
field brought responses from 84 
banks. Distributed by states the 
replies were: 

Queried Answered 
Arizona 
California 
Colorado 


Montana 

Wyoming 

Nevada 

New Mexico... 
Utah 

Oregon 

Washington ... 19 


There were 38 banks render- 
ing trust service and 40 not thus 
engaged. Seven banks were plan- 
ning to enter the trust field. Re- 
ports that the trust business was 
paying expenses came from 22; 
a total of 30 reported their busi- 
ness “successful” and 16 banks— 
including 12 experienced banks 
—were in favor of the small bank 
taking this step. Thirty-three 
banks of which 21 were experi- 
enced banks, recommended 
against small banks entering the 
trust field. 


keep most of the funds of estates in the 
course of administration uninvested and on 
deposit in their institutions for considerable 
periods. Doubtless many bankers whose 
standards are of the highest, but who are 
unacquainted with the obligations of trustee- 
ships, have entered, or have planned to enter, 
the trust field with the thought that, al- 
though the business might not prove di- 
rectly profitable, the use of the funds thus 
controlled would be a source of considerable 
gain. Such practices are, of course, nor- 
mally unsound and usually prohibited by 
law. It follows that, while the incidental © 
and indirect advantages of trust service in 
building up general commercial banking 
may be of even controlling importance, no 
such advantages as those above illustrated 
may be taken into consideration 


The Banks Queried 


UT bankers who are seeking light upon 
the subject want advice based upon 
experience, or, if not advice, at least the 
facts of experience. In an effort to obtain 
such facts, as well as to sound the views 
of the bankers of the small cities of the 
Pacific Coast and Rocky Mountain West, I 
have asked approximately 240 banks in the 
territory to answer a questionnaire. This 
questionnaire was of necessity prepared in 
much haste; the mailing list selected more 
or less at random; some of the questions 
could have been more aptly phrased; and 
many bankers ripe in experience have doubt- 
less been omitted from the list because of 
my lack of knowledge of local conditions. 
The questionnaires have gone to both state 
and national banks, and the mailing list in- 
cluded in the main cities with a population 
ranging from 2000 to 30,000, with perhaps 
a half dozen cases in which the population 
exceeded 30,000, and one or two in which 
it amounted to 100,000 or more. A serious 
effort was made to reach a representative 
group of bankers in every state covered by 
this conference. Answers have been received 
from about 33 per cent of the banks ad- 
dressed. The eighty-odd replies are not all 
complete; the answers are ordinarily not 
categorical and, of necessity, require some 
construction before they can be classified. 
The outstanding facts thus shown are: 
First: Out of 240 banks queried, only 84 
had sufficient interest to reply, of which 
but 37 are actually engaged in trust bank- 
ing to any degree, and only 30 deem such 
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operations successful, 5 stating that the 
new departure is a failure. I think it prob- 
able that the great majority of the banks 
which have not answered have had no trust 
experience, and that it is very likely that 
not over 75 so-called small banks in the 
10 or 11 states here represented have ac- 
tually undertaken to render trust service. 


Second: The 30 banks reporting success-’ 


ful conduct of trust business are scattered 
through eight of the 11 states in the ter- 
ritory covered. 

Third: These 30 successful operations are 
in cities having populations ranging from 
5500 to 125,000. Omitting from the fore- 
going list 4 cities, which have a popu- 
lation of more than 50,000, the average 
population is approximately 11,250. The 
institutions have capital and surplus ranging 
from $110,000 to $1,125,000; but if again 
we exclude 4 banks, each of which re- 
ports a capitalization of $1,250,000, the 
average capitalization is $350,000, the de- 
posits of these successful institutions vary 
all the way from $230,000 to $18,000,000; but 
if we eliminate 5 banks having deposits 
of more than $8,000,000, the average deposits 
are $2,500,000. 

Fourth: Of the 49 banks which have 
expressed a definite opinion upon the question 
before us, 33 have either answered positively 
in the negative or have expressed grave 
doubt, while 16 answered in the affirmative. 
Of the 37 banks with experience, 21 vote 
in the negative and 12 in the affirmative. 


The Varying Views 


f° HIS apparent conflict in opinion is large- 

ly but not entirely reconciled by an ex- 
amination of the detailed answers. There 
is naturally some variance in the definition 
of “small” bank as assumed in the various 
replies. Some who voted affirmatively give 
special reasons not of general application. 
Others who voted negatively would appar- 
ently reverse their action in a given case 
having certain minimum requirements. The 
comments which accompanied the answers 
were not only interesting, but perhaps con- 
stitute the most valuable contributions of the 
entire questionnaire undertaking. Among 
the arguments advanced with affirmative re- 
plies are the following: 

“A trust department tends to hold business 
from going to larger banks.” 

“Clients of a small bank would rather 
have their own bank take care of their trust 
requirements than to be transferred to a 
larger institution, where they are _ not 
known.” 

“Trust operations should be conducted even 
at a loss, in order to serve customers.” 

“The small bank owes it to its community 
to be able to render trust service.” 


The Negative Side 


HE: again, are some typical reasons 
stated by those who voted against the 
small banks entering the trust field: 
“A poor department is worse than none.” 
“The responsibilities too great unless the 
bank is able to retain a trained personnel.” 
“In a small community there is too much 
‘thank you’ work to make it pay.” 
“The small bank cannot afford a sufficient 
staff.” 
“Small banks cannot afford the expense 


of advertising campaign, special records and 
legal services.” 

“Small banks are unable to render ade- 
quate service.and pay expenses.” 

“The field should be left open to large 
trust companies which make a specialty of 
the work,” 

“Too important and complicated for small 
banks, and they are likely to get into legal 
complications.” 

“A Washington bank says, ‘Not in Wash- 
ington, where the law prohibits banks from 
soliciting appointment as executor, etc.” 

“The work involved is out of proportion 
to the benefit.” 

“In small towns lawyers feel that the 
bank interferes with their legitimate field.” 

“If trust work is undertaken, the service 
should be limited because of the lack of a 
sufficient staff.” 

A few bank officers have suggested cer- 
tain minimum conditions as a test of advis- 
ability. Some of the more interesting are as 
follows: 

One trust department in a small city is 
enough. 

Only where the capital is $100,000 or more. 

Only where the deposits are $5,000,000 
or more. 

Only with sufficient staff—otherwise stay 
out. 

Only if there is at least one trained officer. 

Only if properly equipped—phrased in 
many ways. 

It is clear that in every community there 
is more or less need for trust service; and 
that in most territories, small as well as 
large, this need can be developed into an 
active demand by extensive educational cam- 
paigns. To some degree trust service will 
be rendered for every community by some 
bank. But the question is—shall it be ren- 
dered at all by a small local bank, and if so, 
under what circumstances and to what ex- 
tent? 


Small Bank Should Undertake 
Some Service 


AM inclined to the view that it is proper, 

and probably advisable, for every bank 
having a reasonably complete organization 
(let us say at least two mature and experi- 
enced executives with a small staff of assis- 
tants and clerks conversant with modern 
business practices and systematic record 
keeping—I think the amount of capital and 
deposits is not of so great importance as 
the size and character of the organization) 
to undertake some trust service. The scope 
of such service should, however, be most 
carefully kept within the ability (both as 
to experience and time) of the officers to 
render irreproachable service. When that 
limit is reached, expansion should be stopped 
or the staff adequately enlarged. Under no 
circumstances should trust work, other than 
mere clerical detail, be left to immature, in- 
experienced or irresponsible assistants, and 
if the senior commercial officers have not 
adequate time for the purpose, there are 
but two courses open—do not enter the field, 
or, add at least one experienced executive 
who knows the business. I heartily endorse 
the sentiment of one of the answering banks 
—‘“A poor department is worse than none”-— 
for the public, for trust banking in general 
and for the bank which tolerates it. 


Summarizing, the problem, first, is essen- 
tially a local one, depending for its solution 
upon the conditions prevailing in the com- 
munity. The small city banker can well sur- 
vey his own territory and determine with 
considerable accuracy the amount of busi- 
ness available, and his opportunity of ac- 
quiring it. He will also take into conside. a- 
tion the effect upon his commercial bankine, 
of existing or threatened trust competition, 
if any. These factors, if properly appraised, 
may well be controlling. 


Limiting Trust Services 


ECOND, the scope of the trust service 

to be rendered by the small bank should 
be carefully considered, and in many cases 
limited. Much service may be rendered, 
considerable income gained, and modest com- 
petition met, by restricting trust business to 
escrows and the safe-keeping of securities, 
with a few small voluntary trusts and guard- 
ianships, avoiding the pitfalls of estate ad- 
ministration, testamentary trusts and large 
accounts generally. Little or no corporate 
business is likely to be available. Such work, 
if carefully handled by a senior officer of 
the bank, with the assistance of a competent 
secretary and under the constant advice of 
legal counsel, should give reasonable satis- 
faction and pay its way—in fact, in some 
cases it might result in profit—and this ex- 
perience will help the bank manager to de- 
termine the advisability of extending the 
business with additional personnel specially 
trained for the work. 

Finally, the standards of the business, of 
vital importance to the public as well as 
to the trust banker, could be maintained, and 
the small bank safeguarded against the risks 
of financial loss or personal embarrassment 
of its managers resulting from attempting 
extensive trust service without properly 
trained officers, through the exercise of a 
greater degree of care by our state and na- 
tional bank departments in the issuing of 
licenses or permits to transact business. The 
Federal Reserve Act seems to repose in the 
Federal Reserve Board a considerable discre- 
tion in the issuance of trust permits to na- 
tional banks, and the same is doubtless true 
of most of the state banking acts. Unfor- 
tunately in too many instances this discretion 
is not exercised, but the licenses are issued 
automatically upon application. When the 
Federal Reserve Board and our state bank- 
ing commissions take this power more se- 
riously, a large part of the problem pre- 
sented by the question now under discussion 
will have been solved. Perhaps the initiative 
should be taken by the American Bankers 
Association. 


New Currency 


The reichsmark—Germany’s new national 
currency—is to make its appearance in the 
world of currency soon. The _ resources 
placed at the disposal of the Reichsbank 
under the Dawes plan loan would permit 
the issuance of five billions of reichsmark, 
but it is not anticipated that this total will 
be reached for a long time. 

It is announced that the new German 
currency will be printed on good paper, 
mixed with a small quantity of linen, and 
will bear engravings of Holbein portraits. 
The bank plans gradually to eliminate the 
paper and rentenmarks now in use. 


Natural Railroad Consolidations 


By CHARLES F. SPEARE 


The Southern Pacific, the Territory It Serves and the Tentative 
Group in Which the System Has Been Placed by the Interstate 
Commerce Commission. Actual Grouping Is Going Forward. 


N the tentative plan of the Interstate 

Commerce Commission for the con- 

solidation into groups of American 

railroad systems, Group No. 17 con- 
tained as its chief constituents the Southern 
Pacific Company, the Chicago, Rock Island 
& Pacific and the El Paso & Southwestern 
lines. 

It was not intended that the groupings 
prepared by the Commission should be arbi- 
trarily adhered to; in fact, they were pre- 
sented in the way of suggestion and to 
establish a talking basis as between the rep- 
resentatives of the government and the 
managers of the railways. Some consoli- 
dations outlined were of a natural charac- 
ter and others were apparently in opposition 
to the normal currents of traffic as well as 
to the financial interests involved. One of 
the very simplest and plausible combina- 
tions was that sketched in the opening 
paragraph. 

The Southern Pacific Company controls 
railway lines in eight states with over 11,000 
miles of first track and 1,500 miles projected 
in the Republic of Mexico, of which over 
1,200 miles are now completed. It also 
owns a large fleet of freight and passenger 
ships running from Galveston and New 
Orleans to New York, and a complete trac- 
tion system in Los Angeles, with spurs of 
this system extending into the outlying dis- 
tricts as much as 30 to 40 miles. Its affiliated 
companies are among the largest producers 
of crude oil in the State of California. It 
is the possessor of important bodies of 
timber and grazing land in California and 
of enough iron ore in uncovered deposits to 
meet the requirements of the entire Pacific 
Coast. It has an annual revenue from its 
rail lines alone of about $300,000,000; its 
investment in road and equipment is greater 
than the pre-war debt of the United States 


and its total corporate surplus at the end 
of 1923 was over $200,000,000. 


| peter these proportions it would seem as 
though the Southern Pacific already cov- 
ered a great enough area to satisfy its offi- 
cers and its owners. However, it is an in- 
complete and unbalanced system as it stands 


and as it would be were other railroad 
properties in competition with it allowed 


to enlarge their spheres of influence. For 
the Southern Pacific is not well located for 
the transcontinental traffic of today. It oc- 
cupies the southern and border tier of 
states where population is sparce and ton- 
nage of local origin scant. Its profits are 
in most part derived from the lines in 
California where it has long been estab- 
lished, and where it controls a vast amount 
of business, and from the haul over its 
Central Pacific division from Ogden to 
Oakland. At the eastern end of the 


Southern Pacific system is New Orleans, 
the gateway to the Gulf of Mexico but not 
the logical starting point for Los Angeles 
or San Francisco. 

The Southern Pacific is today the only 
one of the transcontinental lines whose 
trains do not start west from Chicago. to 
the Coast on its own rails or those of a 
close connection. The Atchison, Topeka & 
Sante Fe goes all the way there. So does 
the Chicago, Milwaukee & St. Paul, while 
the Union Pacific, in connection with the 
Chicago and Northwestern, and the North- 
ern Pacific and Great Northern with the 
Burlington, give direct service from the 
Great Lakes to the Pacific. 


O round itself out—figuratively to 

broaden its body so that it may not be 
out of proportion to the length of its legs— 
the Southern Pacific has had to go north of 
its old frontiers and work gradually up from 
El Paso, Texas, toward the Chicago gate- 
way. In doing this it has quietly and quick- 
ly absorbed the El Paso & Southwestern, a 
road of 1140 miles which formed the south- 
ern connection of the Rock Island for Cali- 
fornia traffic. It is expected that before 
long the Southern Pacific will enter into 
negotiations for control of the Rock Island 
itself and with it a position in Chicago 
equal to that of its rivals as well as a right 
of way into Kansas City, St. Paul and 
Denver. This would mean that from a 
system of 11,400 miles the Southern Pacific 
had grown into one of more than 20,000 
miles. It may not stop at this for it is 
rumored that the St. Louis-Southwestern, 
which was grouped by the Interstate Com- 
merce Commission with the St. Louis and 
San Francisco, the Missouri, Kansas-Texas 
lines and the Chicago and Alton, may come 
under the supervision of the Southern 
Pacific. Should this prove’ true the latter 
would have St. Louis as another large sup- 
ply base and the Mississippi Valley as a 
field for distributing the tonnage of Cali- 
fornia products which now finds its way 


there over other lines. 

We are undoubtedly in an era of rail- 
road consolidations, representing one of 
the great economic movements of the 
times. There is a popular demand for 
combinations that are natural and which 
are productive of better service and of 
larger savings. It has seemed to me that 
the consolidation of which the Southern 
Pacific is the central figure is the most 
promising of those under way and it is 
significant of the support which combina- 
tions receive from the government that the 
application for merger of the El Paso and 
Southwestern with the Southern Pacific met 
with almost instant approval. While many 
are discussing the value of railroad mergers 
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and others are denying this value the actual 
business of grouping is going forward, 
either through some such arrangement as 
has been described above or by way of a 
quiet penetration of a field desirable to 
occupy, as is the Nickel Plate strategy. 

I should not forget to state that this year 
the Southern Pacific made a 50-year agree- 
ment with the Western Pacific (originally 
conceived by George J. Gould as a Pacific 
Coast outlet for his Missouri Pacific and 
Denver and Rio Grande lines in competi- 
tion with the Central Pacific, then con- 
trolled by the Union Pacific) by which 183 
miles of paralleling track are used as a 
double track by the Southern Pacific. One 
can imagine how hard it will be to shake 
loose the hold of the Southern Pacific on 
Western Pacific although the Interstate 
Commerce plan of consolidation gave the 
latter to the Atchison, Topeka & Sante Fe 
and Wall Street has frequently selected | it 
as the logical bridge over which the Burl- 
ington would enter Pacific Coast territory. 

Some months ago I made a rather com- 
plete study of the traffic and operating 
characteristics of the Southern Pacific, 
traveling over its main lines from Portland, 
Ore., to New Orleans. In their approach 
to the Coast from the East all of the 
transcontinental roads cross two mountain 
ranges over grades that are from 1 per 
cent to three times that intensity. The 
Southern Pacific, however, is an up moun- 
tain and down mountain line for its whole 
length from the Columbia River to the 
Salton Sea. So alert and efficient is its 
operating force, that it exhibits a cost for 
moving trains that would shame many a 
flat prairie-located carrier. E. H. Harri- 
man in his day and Julius Kruttschnitt 
after him never stinted their officers in the 
matter of equipment and facilities and the 
value of property investments of a decade 
or more ago is exhibited in constantly in- 
creasing gross and net earnings in spite of 
the terrific competition for California 
freight by the Panama Canal. 


FEW persons in 1910 foresaw a Los An- 
geles in 1925 of nearly 1,000,000 people 
or an oil production in Southern California 
of nearly 800,000 barrels daily. These 
were the accidents of business from which 
the Southern Pacific has prospered. In 
1923 nearly 11 per cent of its 53,472,000 tons 
of revenue freight were crude petroleum or 
refined petroleum and its products. But 
there was imagination and understanding of 
economic changes in the minds of the ex- 
ecutive staff, otherwise the plenty of South- 
ern California could not have offset the 
poverty of some of the old lines in Texas, 
built for transcontinental trade but which 
are now without it because of the Canal. 


The Passing of a Will-less Estate 


By J. E. MCGUIGAN 


Trust Officer, Humboldt Bank, San Francisco 


How the Trust Fund Savings Account Disposes of Funds After 


Death Without the Necessity of Making a Will. 


Simple Way 


of Leaving Money Immediately Available to Beneficiaries 


Without Legal Delays or Needless Expense. 


HE remarkable growth and progress 

made by our great industrial enter- 

prises is but a direct result of meet- 

ing the needs of our people. Apply- 
ing this fundamental truth to the business of 
banking, we find that progress is made only 
when the banker senses the needs of his de- 
positors and devises a suitable answer to 
their demands. 

In the past particular attention has been 
given to the needs of the wealthier class 
of depositors, so that today they lack noth- 
ing in the line of banking or trust services. 
But the so-called “small depositor” has been 
left to shift for himself. The trust fund 
savings account is a result of sincere effort 
to extend adequate protection to the small 
depositor in answer to his demands. 

It has been correctly stated that the sav- 
ings institution is founded on the idea of 
thrift; the trust company on conservation. 
It follows, therefore, that before the ser- 
vices of a trust company are needed, some- 
thing first must have been accumulated by 
thrift. The average savings account is but 
a manifestation of that instinct which urges 
every thoughtful man to create an estate for 
the protection of his family when his earn- 
ing powers are diminished, or when he is 
no longer here to provide for them. 


Building An Estate 


N the building of an estate, it is extremely 
difficult for anyone to determine the point 
where the trust company is first needed to 


begin its business of conservation. Cer- 
tainly not until the accumulations are suffi- 
ciently large to make it profitable for the 
trust company and, at the same time, not 
prove to be a costly burden to the estate. 
There has long been a great need for some 
plan which would protect an estate during 
the period of accumulation. A forward 
step in the banking business was made when 
the trust fund savings account was orig- 
inated to meet this great need. 

Under this plan the bank is named as 
trustee for the depositor and his successors, 
such successors being named at the time the 
account is opened. During his lifetime the 
depositor is the only beneficiary, and he re- 
tains full control over the account, including 
the right to make additional deposits or with- 
drawals at will. Upon the death of the de- 
positor, the bank, as trustee, delivers the 
funds then on deposit to the named successor 
of the depositor. Until the demise the ac- 
count functions the same as an ordinary sav- 
ings account, subject to the same rules and 
regulations and earning the same rate of 
interest. 


og all intents and purposes it is simply 
a savings account which has given to 
the depositor the advantage of directing 
the disposition of his funds after his death, 
without the necessity of making a will for 
that purpose. The funds do not have to 
be administered in the Probate Court, but 
are delivered to the named beneficiary with- 
out delay. Such accounts may be opened 
with or without the knowledge and consent 
of the beneficiary, and the depositor may 
change the beneficiary or alter or modify 
the rights of any beneficiary at his discretion. 
It is a simple and practical way of leaving 
funds which are immediately available to 
the beneficiaries without legal delays or 
needless expense. The practical workings 
and advantages of the plan are best illus- 
trated by an actual case. On Oct. 5, 1922, 
a trust fund savings account was opened in 
our bank for $2,900. The depositor’s sister, 
who lived in San Diego, was named as 
beneficiary to receive the funds remaining 
on deposit at his death. On Oct. 10 we re- 
ceived notice that the depositor had passed 
on. His sister was immediately notified, and 
upon receiving our letter came to San 
Francisco. She fully expected to have to 
file affidavits, submit proof of the absence 
of other heirs and then wait, perhaps for 
months, for legal action to substantiate her 
claim. She received the pass book of the 
deceased from the public administrator and, 
upon proper identification at the bank, the 
funds were transferred to her with the con- 
sent of the inheritance tax authorities with- 
out the slightest delay. Thus it can readily 
be seen that the trust fund savings account 
meets the needs and satisfies the demands of 
the average savings depositor for adequate 
protection, with legal delays and needless 
expenses eliminated. 

The legal foundation of this form of ac- 
count is based upon two things: First, the 
creation of a valid trust at the time the 
account is opened, and, second, the continued 
existence of that trust during the lifetime of 
the depositor, subject to his control. In Cali- 
fornia, for instance, the civil code provides 
that “* * * a voluntary trust is created 
as to the trustor and beneficiary, by any 
acts or words of the trustor, indicating with 
reasonable certainty: 1. An intention on the 
part of the trustor to create a trust. 2. The 
subject, purpose and beneficiary of the trust.” 
The signature card, signed by the depositor 
when the account is opened, is so worded that 
the intention of the depositor to create a 
trust is definitely expressed. And the des- 
ignation of the subject, purpose and bene- 
ficiary of the trust is equally definite. The 
code further provides that “* * * a volun- 
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Helps the Bank. 


tary trust is created, as to the trustee, by any 
words or acts of his indicating, with rea- 
sonable certainty: 1. His acceptance of the 
trust, or his acknowledgment, made upon 
sufficient consideration of its existence. 
2. The subject, purpose and beneficiary of 
the trust.” 


Acceptance of Trust 


HE acceptance of the depos# and the 

issuance of the pass book by the bank is 
a definite acceptance of the trust, acknowl- 
edging the existence of the trust as well as 
the subject, purpose and beneficiary of the 
trust. There is no requirement of the code 
which provides that the beneficiary shall be 
informed of the trust, or shall express an 
acceptance of it. Conseyuently the account 
may be opened with or without the knowl- 
edge and consent of any such beneficiary. 
Since every requirement of the code is fully 
and definitely met, it is evident that a valid 
trust is created at the time the account is 
opened. 

The continued existence of that trust is 
the next consideration. Referring again to 
the code, it is provided that “a trust is ex- 
tinguished by the entire fulfillment of its 
object.” Another section provides that “a 
trust cannot be revoked by the trustor after 
its acceptance, actual or presumed, by the 
trustee and beneficiaries, except by the con- 
sent of all the beneficiaries, unless the dec- 
laration of trust reserves a power of revoca- 
tion to the trustor, and in that case the power 
must be strictly pursued.” Under these ac- 
counts specific right of revocation is re- 
served to the trustor. Consequently it is 
not necessary for the other beneficiaries 
under the account to consent to any with- 
drawal of the funds. The depositor alone 
has full right of access to the funds at his 
discretion, and the bank as trustee incurs 
no liability to any beneficiary when it pays 
out the funds on the written order of the 
depositor. Such beneficiaries may take ad- 
vantage of the trust created, only in so far as 
it has not been rescinded or revoked. 

The status of the balance on deposit after 
a partial withdrawal is the same as before, 
as a power of revocation, exercised as to 
part of the trust property, does not affect 
the trust as to the remainder. The bank as 
trustee is discharged from its trust by the 
extinction of the trust if the entire account 
is withdrawn by the depositor during his 
lifetime. If not so withdrawn the bank is 
discharged when it completes its duties as 
trustee, by transferring the funds at the 
death of the depositor, in accordance with 
the terms of the trust. Thus the second 

(Continued on page 355) 
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HE Rockefellers, father and son, 
pay a total income tax of $7,435,169 ; 
the Ford family and the Ford com- 
pany combined, pay a total income 

tax of $19,000,000. 

This bit of information, outstanding in 
the publication of the income tax returns, 
with their many surprises of great incomes 
in unexpected quarters, starts many a train 
of thought. To those who believe that the 
dollar, as well as the man, should be drafted 
when war comes, here is absolute evidence 
that the dollar has been drafted, and while 
the man has long since returned to private 
life, the dollar is still being set up and 
drilled. 

To those who believe that industry and 
the industrious should pay all and that the 
rank and file should be excused from bear- 
ing any part of the public burden, here is 
concrete evidence that wealth pays, industry 
pays and every fortune accumulated must 
pay. 

Those who fear that the heavy income 
tax cannot fail to have a depressing effect 
on that individual effort and ambition which 
have enabled men to create great industries 
in virgin fields may find much to confirm 
their fears as they delve into the revenue 
records now made public. These latter con- 
siderations and many others of the kind 
may be tempered down by the considera- 
tion that in the case of such widely dis- 
tributed commodities and products as oil 
and motor vehicles, these great taxes after 
all must come from the consuming public, 
for when selling prices are fixed, the tax to 
be reckoned with always is visible in the 
offing. 

But to those who have watched the steady 
encroachment of government upon the in- 
dividual, the limitation of the latter’s free- 
dom of action, the encroachment of the 
former upon what in a free country, or in 
any country, might well be considered purely 
private matters, this publicity is a shock—a 
shock because confidential affairs of citi- 
zens and corporations are exposed to public 
view, apparently without justification ! 

Some useful purpose may be served by 
making these matters public, but whatever 
grain of utility there may be in the cus- 
tom thus inaugurated will be more than 
offset by resentment and by the sudden reali- 
zation that government is becoming a med- 
dling master instead of a servant of the 
people! 

How to check the encroachment of gov- 
ernment upon business, corporate and pri- 
vate, is indeed one of the major problems 
of the times. 


Economic Attrition 


N additional obstacle to the unemploy- 

ment problem of Great Britain, which 
now has 1,180,000 workers registered as 
unemployed, comes from the consummation 
of the Dawes plan. 


Some of the Major Problems 


By JAMES E. CLARK 


Many Englishmen see in the operation 
of the plan a great increase in German 
goods, produced under high pressure and at 
low cost and these goods underselling 
Great Britain. 

Though one prominent economist bids 
the British industrialists to be of good 
cheer for they have nothing to fear from 
that quarter, it is nevertheless a significant 
fact that the operation of the plan touches 
one of the two important factors in the 
unemployment problem. One of these 
factors consists of the price of those goods, 
which is fixed, to a large extent, by the 
force of foreign competition. A pre- 
requisite to the solution of the unemploy- 
ment problem, therefore, is to find a way 
by which British goods may be produced 
efficiently enough to be sold in foreign 
markets in competition with the products 
of other nations. Men may, by artificial 
means, maintain standards of wage and 
living at home but if a considerable pro- 
portion of their products must be sold in 
other domains where economic laws pre- 
vail then the inflexible home standards, in 
effect, put the working men in a state of 
siege, with time running not to the advan- 
tage of the besieged but to the advantage 
of his competitors in other countries. 
Hence, in the spectacle of an abnormally 
large unemployed population, we have a 
suggestion of the working of a certain 
process of attrition inherent in natural 
economic forces. 

The other factor referred to is the re- 
duction of emigration. Were emigration 
proceeding at the same rate now as pre- 
vailed prior to the war, competent au- 
thority is of the opinion that the unem- 
ployment problem would be far less acute, 
for there would be less pressure at home 
while the speedier development of the 
colonies would create market demands for 
home goods. 


Do People Really Understand? 


CCORDING to a headline over an 

article recently published in a news- 
paper, “bankers are unpopular,” and “mis- 
understood by the people.” And apparently 
the writer of the article was exercised be- 
cause somebody had been lambasting the 
bankers. 

But we wonder if the obvious facts do 
not disprove the accuracy of the persistent 
discussion that the people do not under- 
stand the banks. 

There are about 30,000 banks in the 
United States. These institutions came 
into existence only because the people in 
each community had full faith and con- 
fidence in the men who founded them. 

The banks continue in business only be- 
cause the majority of the people in each of 
the communities have continued faith and 
continuous confidence in them. The in- 
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stant that a community loses faith in a 
bank then the life of the bank is in immi- 
nent peril. 

Each of these banks has a board of 
directors not composed of recluses, aliens, 
or men of mystery but usually of the sub- 
stantial and successful business men of the 
community. They are men in whom the 
community has confidence for they as a 
rule have demonstrated humanity and their 
business abilities in their own enterprises. 

Each of these banks has its clerical force, 
not drawn from an alien people but from 
the bright young men and women of the 
community, invariably selected because 
they are men and women of character and 
prominence. 

And each of these banks does business 
with the money of its community—not of 
some other community—deposited in the bank 
because the community has confidence in the 
banker. 

These incontrovertible facts may not be 
nullified by the thought that all of this 
applies only to commercial banks dealing 
with the few business men who perforce 
understand banking, and that the mass of 
the people are still to be reckoned with. 
The number of savings accounts seems to 
dispose of that. There are 36,299,701 savings 
accounts in the United States with total 
savings of $18,373,062,000. In the savings 
class are included what may be termed, 
without disparagement, the most ignorant 
workers and the smallest savers, yet they 
underwrite their faith in banks and bankers 
to the extent of their every dollar. Last 
year the savings deposits increased by over 
two billion dollars. 

It always was and always will be true 
that many people do not understand banks 
and bankers, just as it always was and 
always will be true that many people do 
not understand many institutions. Some 
would abolish the army, some the navy, 
some both army and navy, some the col- 
leges, some the churches and a few would 
even abolish the Constitution. 

“The shallow murmur but the deep are 
dumb.” The noise of the iconoclasts does 
not alter the fact that the average every- 
day man who does his daily stint of 
work and his daily bit of thinking under- 
stands the banks. 

His understanding and his faith constitute 
a bulwark of banking against which the 
invective of mere disturbers beats in vain! 

There is nevertheless need for broad 
educational work regarding banks and the 
underlying principles of banking—and that 
work is being done by the American 
Bankers Association through its Committee 
on Education and related activities so that 
intelligent faith may supplant blind faith, 
so broader understanding may enable more 
and more people to advance their own 
interests through the facilities of their 
banks. 


334 


AMERICAN BANKERS ASSOCIATION JOURNAL 
= 


November, 1024 


Not Optimistic Over the 
Dawes Plan 


M. KEYNES, the British economist, is 

@ not optimistic over the Dawes Plan; 
instead he foresees its eventual failure. 
One great defect from his point of view 
is that the plan does not give Germany 
the respite she needs in order to repair an 
economic weakness and the other great de- 
fect is that every patriotic German will 
do all that he can to confuse and con- 
found the workings of the plan. Frankly, 
he says, all that Germany will ever pay 
will be what she elects to pay. 

In an extended discussion of the Dawes 
plan in The Nation & the Athenium he 
asks the question “does the plan settle the 
Reparations Problem?” and then proceeds 
to answer it in the following language: 

“The phrase ‘Dawes Scheme’ has _ be- 
come an incantation inscribed on a closed 
sphere. The diplomatic solution has de- 
pended on a tacit agreement not to look 
inside or to ask irreverent questions. Almost 
everyone has connived at this, because no 
one could propose any alternative next step 
for the diplomatists. But those who be- 
lieve that the Dawes Scheme is workable 
or settles the problem are certainly de- 
ceived. 

“The arguments in favor of accepting 
the Dawes Scheme as the next step were, 
and are, two: first, that under cover of it 
the French may leave the Ruhr; second, 
that an attempt has been made by its 
authors so to contrive that, as time goes 
on, it will itself furnish the demonstra- 
tion of its own impracticability. But this is 
far from ridding us of the disease of 
Reparations. It gives us a short breathing- 
space; that is all. For, as a concession 
to diplomatic difficulties, the Dawes Com- 
mittee have embodied in their Scheme two 
fatal faults. 

“In the first place, they do not, in spite 
of the loan, allow Germany the respite 
which she needs. Germany’s economic 
weakness is now attributable almost wholly 
to one single cause—the exhaustion of 
her liquid and circulating capital. The 
course of events during and since the war 
has reduced this factor of production to 
a level below what is necessary for effi- 
ciency by—at a guess—something like 
£500,000,000. It is impossible that this 
shortage should be made good mainly by 
foreign credits. The outside world might 
furnish up to (say) a quarter of it, over 
a period of time, at usurious rates of inter- 
est—that is to say, with an expectation of 
from 10 to 20 per cent per annum, the 
payment of which would be a heavy bur- 
den. Foreigners will not invest large sums 
in Germany at normal rates of interest 
so long as the Dawes Scheme hangs over 
her. For the most part, therefore, the 
shortage cannot be made good in any other 
way than by Germany’s own annual sav- 
ings being allowed to accumulate at com- 
pound interest for a certain period. But 
this is not compatible with arrangements 
for skinning her annually. The Dawes ex- 
perts might have given more attention to 
making provision for the replenishment of 
Germany’s working capital. Many Eng- 
glishmen fear that the Dawes plan will 
injure British industry, because, under it, 


Germany, subjected to the compulsion of 
foreign taskmasters in effective charge of 
the economic system of the country, will 
deluge our markets with the fruits of 
sweated and semi-slave labour. In short, 
they assume that the plan will work. Let 
them have no such fears. The plan will 
not work in its entirety; and that part of 
it which will be operative for a time may 
actually hinder the recovery by Germany 
of her full competitive strength. In say- 
ing this I do not dissent from the view 
that a Germany over-stimulated by force 
to produce exports competitive with ours, 
in conditions which our working classes 
would not tolerate, is injurious to our in- 
terests. On the other hand, I do not be- 
lieve that the restoration of normal pros- 
perity to Germany will be to our disad- 
vantage. 

“In the second place, the Dawes plan 
pretends to erect a system which is not 
compatible with civilization or with human 
nature. It sets up foreign control over 
the banking, the Transport, and the fiscal 
systems of Germany, the object of which 
will be to extract from the German people 
the last drop of sweat. In such circum- 
stances every patriotic and public-spirited 
German will feel it to be his duty and pre- 
occupation, henceforward, to do everything 
he can to bring this system to confusion 
and to an end. And if, by a miracle, the 
system were to work, it would not be long 
before most Englishmen for various rea- 
sons would desire the same thing. 

“No reparations will ever be obtained 
from Germany except such moderate sums, 
well within her powers, as she will volun- 
tarily pay. The Dawes Scheme pretends to 
attempt more than this. Therefore it will 
fail. But I venture to think that the 
foreign controls and the elaborate ma- 
chinery of the Scheme have not been con- 
trived by its authors in a spirit of op- 
pression, but for the purpose of perfect- 
ing the demonstration, when the breakdown 
comes, that every possible precaution had 
been taken, and that the breakdown was, 
therefore, due to nothing else but the in- 
herent impossibility of the task which had 
been set.” 


The German Loan, Here and 
Abroad 


NE of the most remarkable things about 

the German loan is that it “went over” 
with something suggestive of the Liberty 
loans floated for the purpose of defeating 
Germany. 

Whatever else this loan may accomplish, 
here in America it should speak eloquently 
to our people, especially to that portion of 
the people who are prone to follow emo- 
tional impulses, or to make special laws to 
correct transitory things, that economic con- 
siderations are not to be put aside lightly. 
Commercial health, like human health, can 
be tampered with only at the peril of the 
tamperers. The penalty is always at hand 
for every infraction of economic law just 
as the penalty is always at hand for every 
infraction of other natural laws. So it came 
about that economic considerations soon su- 
perseded baser considerations in the attitude 
of the world toward Germany. First, it 
may be recalled, the world discovered that 


the conquered could not pay reparations un 
less the German people could work and have 
commercial intercourse with other parts of 
the world. The world realized, too, that to 
restore a crushed nation some sort of mam- 
moth first aid to the injured was necessary. 
And as time ran on, more and more meu 
were compelled to see that if punitive meas- 
ures gave way to business promptings there 
would be more prosperity in all the world. 

Whatever else the German loan may do 
outside of America it should serve notice on 
all nations that America is interested in 
prosperity in other lands and is ready to help 
bring about that prosperity, provided capital 
may be surrounded by such safeguards as 
business experience has shown to be neces- 
sary. The celerity with which the loan was 
subscribed should indicate to nations needing 
capital that they have their future in their 
own hands. The first thing necessary is to 
set their houses in order. By such acts they 
will have taken a first step toward inspiring 
confidence. 

Little heed has been given in this country 
to the possibility of Germany cutting into 
the markets of the world with goods at 
prices that we might have difficulty in meet- 
ing. There has been more anxiety overseas 
on that score but it seems to have been over- 
come by the thought that if Germany sells 
she must, perforce, be a purchaser and so in 
the long run nobody will be hurt. The pre- 
dominant thought with the average man in 
the United States has been that a Germany 
restored would be a Germany having need 
for many things we have to sell. 

In another sense, the loan expresses Amer- 
ican confidence in the Dawes plan, the ulti- 
mate success of which should tend to open 
additional opportunities for American cap- 
ital abroad, and, by the same token, open ad- 
ditional opportunities for people overseas 
still bearing the burdens of the war. 


Banks and the Outcome 
of the Election 


HE results of the Presidential election 
just closed pretty conclusively indicate 
the futility of broadsides of invective hurled 
against “capiial” and “Wall Street.” They 
seem to show that the cry against “iniqui- 
tous capital” no matter how the changes are 
rung, and no matter who rings them, is a 
vain effort. The average voter as he thinks 
of his savings; of his life insurance policy ; 
of the mortgage on his home; of the funds 
that are necessary for the conduct of the 
business in which he is engaged, or the busi- 
ness at which he works for another, has 
pretty definite ideas of capital, and what it 
means to him. His reflections do not tempt 
him to pick a quarrel with the security back 
of his life insurance, nor to commission ora- 
tors to pester the custodians of his savings. 
The election returns tell many stories but 
they tell none more positively than that. If 
ever “capital”—to use the term as the cam- 
paign orators of yesterday have been using 
it—received a certificate of character, it was 
in the election of 1924—not through the suc- 
cess of any party or any candidate but 
through the utter failure of the effort to 
shake the confidence of the American people 
in their financial system. 
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A Simple Method for Handling a 
Safe Keeping Department 


By MARTIN MCLEAN 


Clearing House Examiner, Seattle, Washington 


Banks May Derive Considerable Income From Handling Securi- 
ties Belonging to Others. Important There Should Be Joint 
Custody Over All Securities. Records Should Be Kept So They 
Can\Be Easily Audited. A Few Suggestions for Safety of Service. 


P to the time of the great war 

very few securities were deposited 

in the banks for safe keeping. 

During the war, however, the 
number of persons leaving Liberty Bonds in 
the banks for safe keeping grew rapidly and 
it became necessary for nearly all banks to 
install records of some kind to meet this new 
development. Banks’ customers are now in- 
vesting their funds in many kinds of bonds 
other than Liberty Bonds, and the amount 
of such safe keeping securities held by banks 
is continually increasing. It is, therefore, 
important that proper records be kept so that 
the securities can be audited during an ex- 
amination. 

Some banks object to taking papers, such 
as deeds, insurance policies and abstracts for 
safe keeping and advise their customers to 
rent safe deposit boxes for that purpose. 
Others refuse to handle sealed packages with 
contents unknown. Banks that do take them 
disclaim any responsibility in case of loss, 
but even where no fee is charged a bank 
might be held liable should a loss be suffered 
and the matter taken into the courts. 


Big Losses Possible 


ANY defalcations have occurred in 

banks through the abstraction of safe 
keeping securities by dishonest employees. 
The following press dispatch from Putnam, 
Conn., appeared a few weeks ago: 


“After the closing of the First National Bank 
of Putnam, today, it was learned tonight that 
shortages upwards of $225,000 of the bank’s funds 
had been discovered. These losses are largely in 
negotiable securities given to the bank for safe 
keeping, it was said by an official of the institu- 
tion,” 


The amount taken was greater than its 
capital and surplus and it became necessary 
to close the bank. 

In order to avoid defalcations, such as this, 
examiners should check safe keeping securi- 
ties just as carefully as they do securities 
owned by the bank. They should also see 
that the records installed by the banks are 
adequate and kept so that they can be easily 
audited. 


Deriving a Profit 


¥ has become the general practice to make 
a charge for handling safe keeping securi- 
ties, and while some banks make no profit on 
this department, other banks derive consider- 
able income from it. 

Many different methods of handling safe 


keeping are used by banks. Some banks 
upon receiving safe keeping securities issue 
no receipts or give them only when asked 
for. Other banks have only one form of re- 
ceipt. Others have two or more forms—one 
for Liberty Bonds and another for miscel- 
laneous securities, while they use different 
receipt forms for packages containing deeds, 
insurance policies and other papers. 

Receipts issued by most banks are marked 
“Non-negotiable.” They are generally issued 
in duplicate or triplicate from a bound re- 
ceipt book although unbound receipts are 
sometimes used:so that they may be type- 
written and therefore more legible. 

A reasonable amount of insurance should 
be carried against safe keeping sécurities. 
The customer’s receipt should state that the 
bank will not be responsible for loss of, or 
damage to, any of the securities held arising 
from any cause other than its own act or 
neglect or the act or neglect of its officers 
or employees. 

Where a bank handles only a small amount 
of safe keeping, the records are sometimes 
confined to a loose leaf sheet, to a card, or to 
a register similar to that used for certificates 
of deposit. When envelopes are used in 
which to place safe keeping securities, they 
usually bear the number of the receipt, the 
name of the customer and a description of 
the contents. 


A Safety Suggestion 


OST banks have records and render 

service considered by their officers 
sufficient to fit their own particular needs, 
but in many instances these could be im- 
proved upon both as to safety and quickness 
of service. 

It is very important that there should be 
joint custody over all safe keeping securities. 
In some banks I find there is a tendency, in 
order to save a little time and trouble, to 
allow one employee to have full control over 
the safe keeping securities. This places too 
much responsibility upon one person and is a 
dangerous practice. 

One of the banks under my supervision 
that handles over $10,000,000 worth of bonds 
composed of one thousand different issues, 
uses the following system which has proved 
very satisfactory: 

Receipts are issued in triplicate; the origi- 
nal is handed to the customer; the duplicate 
is torn out of the receipt book by an officer 
when he signs the receipt, and the triplicate 
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is left in the book. All securities coming in 
during the day are checked into the vault by 
an officer and the safe keeping teller at the 
end of each day. The duplicates are turned 
over to the auditing department daily and, 
when an examination of the bank is made 
the securities are checked against the dupli- 
cate receipts held by the auditing department. 

The receipts held by the auditor are first 
filed alphabetically as to issue, and then each 
issue is filed alphabetically as to customer. 
No envelopes are used in filing the securi- 
ties, but the customer’s name is written in 
pencil on each bond. The securities are 
placed in the same order as the duplicate re- 
ceipts held by the auditor which saves much 
time in making an examination of the de- 
partment. 


Safeguarding Withdrawals 


O withdrawals from the vault are al- 

lowed to be made by the safe keeping 
teller unless accompanied by an officer of the 
bank. The auditing department is imme- 
diately notified of any withdrawals and the 
original receipt duly endorsed by the cus- 
tomer is then given to that department. 
Should a customer lose or destroy a receipt, 
the securities cannot be withdrawn until 
after a duplicate has been prepared by the 
auditing department and properly endorsed 
by the customer. 

Each class of bond handled is given an 
issue number. Cards are kept giving a de- 
scription of each issue and on these is placed 
an issue number. Reference cards are kept 
in connection with them to show the differ- 
ent issues held in safe keeping. In creating 
issue numbers the letters of the alphabet are 
used as prefixes, for instance, Adirondack 
Power & Light Co. would be designated as 
Al and Alabama Power Co. as A2, Bangor 
Power Co. as B1 and Bell Telephone Co. as 
B2. The different issues of Liberty Bonds 
are designated by the figures 1, 2, 3, 4 and 5. 

All cards used in this department are of the 
same size, 3 by 5 inches, and therefore occupy 
little space. The signature of the owner of 
the securities is taken on a card when he pre- 
sents them to the bank. Cards on which sig- 
natures appear are made in three different 
colors. On white cards printed instructions 
above the signature line indicate that the 
bank shall credit interest and principal, when 
collected, to checking account; on yellow 
cards, to savings account, and on red cards 
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Opinions of the General Counsel 


National Bank Indemnity Bond 
to Secure Deposit 


NATIONAL bank which seeks to be- 
come depository for public funds makes 
inquiry as to whether it is lawful to give a 
bond of indemnity to secure such deposits. 
Opinion:—It is within the power of a na- 
tional bank to give a Lond for the security 
of a deposit. 
From Texas:—Can a national bank legally give 


indemnity bond to secure a deposit of public 
funds? 


It is lawful for a national bank to give a 
bond of indemnity for security of public de- 
posits. In Interstate National Bank v. Fer- 
guson, 30 Pac. (Kan.) 237 the court said: 
“We think the plaintiff in the present case, 
although a national bank, has the power to 
accept and receive all the funds which its 
contract with the city authorizes it to accept 
or receive, and under the terms and con- 
ditions imposed upon it by the statutes, by 
the city ordinances, and by its contract. 
Under the authority of the United States 
Revised Statutes, Sec. 5136, it has the power, 
under subdivision third, ‘to make contracts’ 
and, under subdivision seventh ‘to exercise 
* * * all such incidental powers as shall 
be necessary to carry on the business of 
banking.’ And a bank may certainly, as a 
part of its legitimate banking business, re- 
ceive deposits, pay interest thereon, secure 
its depositors by bond or any other lawful 
means, and loan the money which it receives 
as general deposits and it makes no difference 
that the depositor may be a city where 
the law permits the city to make general 
deposits with a bank and to receive interest 
on its deposits.” 


Protest by Clearing House 
Manager 


UESTION is submitted whether the 
Q manager of a clearing house in Ohio 
is legally qualified as notary to protest paper 
dishonored through the clearings. Opinion— 
The manager would be competent unless 
disqualified by the Ohio statute which pro- 
hibits a banker or broker or cashier, direc- 
tor, teller or clerk of a bank, banker or 
broker or other person holding an official 
relation to a bank, banker or broker from 
acting as notary in any matter in which the 
bank, banker or broker is interested. Unless 
the clearing house manager is cashier, di- 
rector, teller or clerk or otherwise holds 
an official relation to a clearing house bank 
which is interested in the matter of pro- 
test, there would be no disqualification. 

From Ohio:—A Clearing House Association 
in Ohio desires to reorganize so that checks 
dishonored through the Clearings shall be pro- 
tested by the Manager who is a Notary Public. 
Would there be anything illegal in the Manager 
acting in such capacity? 

The clearing house manager as notary 
would be competent to protest dishonored 
checks for its member banks unless pro- 
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hibited by statute. In Read v. Toledo Loan 
Co., 7 N. E. 729, the. Supreme Court of 
Ohio said: “It would seem that in those 
instances where the legislature intended to 
disqualify or limit the authority of a notary 
public to act in his official capacity, it has 
done so by express and positive statutory 
provision—for instance, by Section III, Re- 
vised Statutes 1892.” Section III, thus re- 
ferred to, is now Section 121 General Code 
of Ohio, and is as follows: 

“No banker, broker, cashier, director, 
teller, or clerk of a bank, banker or broker, 
or other person holding an official relation 
to a bank, banker or broker, shall be com- 
petent to act as notary public in any manner 
in which such bank, banker or broker is 
interested.” 

This would seem to disqualify a notary 
from acting as such in any matter in which 
the bank, banker or broker is interested 
where the notary (a) is the interested 
banker or broker himself (b) is cashier, 
director, teller or clerk of such interested 
bank, banker or broker (c) holds an official 
relation to the interested bank, banker or 
broker. 

Unless, therefore, the clearing house man- 
ager is cashier, director, teller or clerk, or 
otherwise holds an official relation to a clear- 
ing house bank which is interested in the 
matter of protest, there would seem to be 
no disqualification. 

Assuming in any case the manager was 
the cashier or director, or otherwise stated 
of a member bank and thus prohibited from 
acting as notary in any matter in which the 
bank was interested, a further question 
would be what is the nature of such in- 
terest? It would seem that a distinction 
might be made between paper owned by the 
bank in which it would have a pecuniary 
interest and paper held by it as collecting 
agent in which it has no pecuniary interest. 
In First National Bank v. Butler, 41 Ohio 
St. 519, the Supreme Court of Ohio held 
that where a bank acts as agent for collec- 
tion, the notary is not agent of the bank 
but of the bank’s principal. It could hardly 
be said that the bank’s relation as agent 
creates such an interest in the paper as to 
disqualify a notary who is cashier, director, 
teller or clerk of the bank from protesting 
it. However, this distinction may be of 
no importance in the case under considera- 
tion because of the impracticability of dis- 
tinguishing or discriminating between paper 
owned by member banks and paper held by 
them for collection. But, as already said, 
unless the manager is cashier, director, teller 
or clerk of a member bank he is not dis- 
qualified to act as notary. 


Authority of President of Payee 
to Indorse 


WESTERN corporation bought a 
New York draft from its local bank 
payable to the corporation which it in- 
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dorsed, through its president, to a New 
York concern in settlement of an account 
payable. The latter’s bank refused to ac- 
cept the draft on deposit unless accom- 
panied by a resolution of the board of 
directors of the payee corporation that its 
president was authorized to negotiate the 
draft. Question is raised as to the necessity 
for such requirement. Opinion—While the 
requirement would be desirable and practi- 
cable if the president was himself depositing 
the draft to the credit of his personal ac- 
count, the same reason does not apply when 
the draft is received from a responsible 
depositor who would himself be liable if 
the prior indorsement was unauthorized. 
From Montana:—One of our customers, a cor- 
poration doing business in this city, is accustomed 
to buying New York drafts from us, payable to 
its own order, which drafts are indorsed and 
forwarded to Eastern houses in settlement of ac- 
counts payable. Recently a draft for a small 
amount, payable to the order of the above con- 
cern, was indorsed by the use of an indorsement 
stamp over the signature of its President, to a 
New York firm. his draft was presented at a 
bank in New York City, which bank refused to 


accept the draft on deposit, giving the following 
reasons: 


“In depositing checks payable to 
it is requested that a oy tion passed by the 
Board of Directors of the payee corporation 
authorizing to negotiate this check for considera- 
tion to our customer, is to accompany the check 
before same can be accepted and proceeds credited 
to the account.” 


This is the first time the question has been 
raised with us and it would seem that they are 
opening up a technical point, which would cause 
endless trouble. Will you kindly obtain for us 
a decision on the point, also advising if there 
has been any recent ruling affecting negotiability 
of drafts drawn in this manner. 

In Wagner Trading Co. v. Battery Park 
National Bank, 126 N.E. 347, the president 
of a corporation indorsed checks payable to 
the corporation and deposited them to the 
credit of his personal account, misappropriat- 
ing the proceeds. The New York Court of 
Appeals held the bank of deposit liable to 
the corporation for conversion of funds. 
While the president had the authority to 
indorse the checks for the purpose of the 
corporation’s business, there was no author- 
ity to transfer the checks to himself per- 
sonally or for his personal use, and when 
the bank accepted such checks on deposit 
it did so at its peril to ascertain whether 
the president had authority to indorse them 
and by his indorsement transfer the money 
to be paid thereon to his personal account. 
The court said: “The courts are careful to: 
guard the interests of commerce and to pro- 
tect and strengthen its great medium, com- 
mercial paper. But they are also careful 
to defeat titles taken in bad faith or with 
knowledge, actual or imputed, which 
amounts to bad faith.” 

In view of the above, had the president 
who indorsed the draft payable to his cor- 
poration, in the case you submit, sought 
to deposit it to his own credit in the New 
York bank, the reason for requiring a reso- 
lution of the board of directors of the 
corporation indicating his authority to de- 
vote the check to his personal use, would 
be apparent; but where a check so indorsed 
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is offered for deposit by a concern to whom 
the corporation by its president has indorsed 


it, it is not customary to make such require-. 


ment, and I see no good reason therefor. 
Banks must necessarily rely on the respon- 
sibility of their own depositors in case 
prior indorsements are forged or unauthor- 
ized, and I see no more reason for exacting 
from a responsible depositor a resolution 
that the prior indorsement of a payee-cor- 
poration is authorized than for requiring 
an affidavit that a prior indorsement of an 
individual payee is genuine. Where the 
depositor takes the check from the payee, 
it is for him to ascertain and be satisfied 
of the authenticity of the payee’s indorse- 
ment, for it is the depositor who is directly 
responsible to his bank if a prior indorse- 
ment is forged or unauthorized. 

In the case submitted, the check was in- 
dorsed in payment of a legitimate indebted- 
ness of the corporation-payee to the deposit- 
ing concern. The knowledge of the de- 
positor that this is so should be satisfactory 
to the bank of deposit; otherwise it would 
seem that enforcement of such a require- 
ment would injure the bank by driving away 
depositors to other banks which would re- 
ceive such checks from responsible de- 
positors without question. 


Facsimile Signature to Check 


CORPORATION desires to attach a 
facsimile signature to its payroll 
checks by means of a multigraph machine, 
and asks whether there is any objection 
on the part of the bank to the use of such 
checks.’ Opinion—A check signed by printed 
facsimile of the maker’s signature is valid, 
if the signature is adopted by the maker 
for that purpose and is placed on the check 
by his authority; but in paying such checks 
the bank would take the risk of unauthor- 
ized signatures, and any agreement to pay 
such checks should include a stipulation by 
the depositor that he would be responsible 
for all checks bearing facsimile signatures 
whether or not placed thereon by his au- 
thority. 
‘From. Illinois:—A corporation doing business 
with this bank is contemplating the installation 
of a machine that will attach a facsimile signa- 


ture to their payroll checks, the signature known 
as a multigraph signature. 


Trust Functions 
(Continued from page 324) 


aggressive attitude which trust companies 
take when their trusts and estates are un- 
justly attacked. A trust company is not 
easily intimidated. It first carefully as- 
certains its legal rights and then builds 
up its defense accordingly. It will con- 
test an unjust lawsuit to the utmost of its 
resources and to the final courts before it 
will give up the property committed to its 
care. This vigorous and aggressive atti- 
tude in defense of its trust property has 
had a strong deterring effect upon litigants 
whose main object was to force favor- 
able compromises through the threat of 
expensive and tedious lawsuits. It is good 
insurance against these risks to use the 
services of a modern trust company. 


The treasurer of this company discussed the 
matter with one of our officers to ascertain if 
there was any objection on the part of the bank 
to the use of such checks. He stated that 
these chetks are being used by quite a‘ number of 
the railroads and industries having large payrolls 
and that they have been found to be satisfactory, 
although at the same time it was stated that the 
insurance companies so far have declined to 
issue forgery insurance covering such checks. 

We would be age to have the benefit of 
your opinion of this matter and your advice for 
or against the use of the checks in question, hav- 
ing in mind, of course, any legal objection that 
might exist. 

While a check to which is attached a 
fascimile of the depositor’s signature placed 
thereon by means of a multigraph machine 
would be valid if the signature was at- 
tached by, or by authority of, the depositor, 
I think the bank upon which such a check 
was drawn would incur the risk that the 
signature was authorized, for if placed on 
the check by a person without authority, 
it would not constitute a valid order. 

It has been held that coupon bonds are 
not invalid because signed by a printed 
facsimile of the maker’s autograph, if 
adopted by the maker for that purpose, 
though such method of signing is not ex- 
pressly authorized by statute. Pennington 
v. Baehr, 48 Cal. 565. It has likewise been 
held that a printed or stamped name is a 
sufficient signature if adopted or intended 
as such. American Union Trust Co. v. 
Never-Break Range Co., 190 S.W. (Mo.) 
1045 citing 20 Cyc. p. 275 subdivision 3. 
It has also been held that the placing of the 
name of the payee of a draft on the back 
thereof with a rubber stamp by a person 
having authority to do so, and with intent to 
indorse the instrument, constitutes a valid 
indorsement; but the indorsement does not 
prove itself but must be established, as in 
other cases, by proper testimony. Mayers 
v. McRimmon, 53 S. E. (N. C.) 417. 

But while the proposed facsimile signa- 
ture by multigraph would be valid where 
placed on the check by an authorized per- 
son, the danger to the bank lies in the fact 
that the facsimile signature may be placed 
on checks drawn on the bank by a person 
without authority, and the risk of the bank 
thereby greatly increased if it agrees to 
honor checks so signed. Where the signa- 
ture of a depositor is handwritten, the bank, 
knowing such signature, can generally de- 
tect a forgery, although even in such case 
it sometimes mistakes the signature and 


Through conferences the modern trust 
company is studying and perfecting the 
best methods to meet new tax and busi- 
ness problems connected with its trust 
property, to attain economies in taxation 
and administrative methods, and to im- 
prove administrative methods to an extent 
where it can produce the largest return 
to its beneficiaries consistent with the 
safety and conservation of the principal of 
its estates. Due to the growing com- 
plexity in our social, political and eco- 
nomic affairs it is becoming more and 
more difficult for the young, the sick, the 
incompetent, the absent, and, in some in- 
stances, the experienced business man to 
handle their property to the best advan- 
tage, make it produce reasonable returns, 
secure all the tax and other economies to 
which they are lawfully entitled and to 
avoid the severe fluctuations in market 


pays on a forgery; but where the signa- 
ture attached to the check is merely a fac- 
simile, the bank has no means whatever of 
knowing whether the signature is or is not 
authorized. The case of Swift v. Miller, 
113 N.E. (Ind.) 447, affords an illustration 
of the unauthorized use of a stamp. In 
that case an agent for Swift & Co., who 
received local checks payable to Swift & 
Co., was authorized to indorse them by 
rubber stamp as follows: “Pay to Miller 
Brothers or order for exchange payable to 
Swift & Co. (Signed) Swift & Co. by 
L. N. Elson.”» Elson drew two personal 
checks payable to order of Swift & Co, 
which he indorsed to Miller Brothers by 
means of this stamp, and received therefor 
value in the form of express company 
money orders. The personal checks of 
Elson having. been dishonored, Miller 
Brothers sought to hold Swift & Co. liable 
as indorsers. But the court held that the 
stamp was furnished for the sole purpose 
of enabling Elson to indorse checks payable 
to Swift & Co. received in payment of its 
products for exchange payable to Swift & 
Co.; that such was the extent of Elson’s 
authority, which was known to Miller 
Brothers, and that he had no right or 
authority to indorse his own checks with 
such stamp. 

It would seem, therefore, that if your 
bank agreed to pay, and did pay, checks to 
which was attached a facsimile signature 
of a depositor-corporation, it would take 
the risk that such signature was in every case 
placed thereon by an authorized person, 
and if the fact proved otherwise the bank 
would have no right to charge an amount 
paid upon unauthorized checks to its de- 
positor’s account. Should such an agree- 
ment be entered into, it should be coupled 
with a stipulation under which the depositor 
would agree to be held responsible and to 
be chargeable with the amount of all 
checks bearing such facsimile signature 
whether or not placed thereon by its au-- 
thority; in other words, if the corporation 
desires to use such form of signature as a 
matter of convenience in the transaction of 
its business, it, and not the bank, should 
take the risk of the signature being placed 
upon a particular check or checks without 
authority. 


values of securities. There has been no 
institution or agency yet devised to ac- 
complish these ends excepting the American 
trust company. It is founded upon the 
principle of rendering this service with an 
assurance and a care as to detail which 
has no parallel among other business 
institutions. Although these companies 
may be termed as commercial institutions 
operated for profit, yet in the larger sense 
they are rendering a greater service to the 
people of their respective communities than 
they are to their own stockholders. It is 
to be hoped, if not indeed expected, that 
the great safeguards of law and public 
opinion will be thrown around them to the 
end that they may more completely im- 
prove their service, protect themselves 
from abuse and unlawful acts from with- 
in and unjustifiable attacks from without. 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


AccEPTING DRAWEE BANK’s Drart AS Pay- 
MENT—ESTABLISHED CUSTOM AND USAGE 
MicHut So AUTHORIZE—CALIFORNIA. 


bank a demand certificate of deposit 
issued by a bank in another town. Defendant 
put the item through for collection by for- 
warding to its correspondents. In due course 
the certificate of deposit reached the issuing 
bank to which the certificate was surrendered, 
and its draft on its San Francisco corre- 
spondent was accepted in payment. But the 
draft was not paid by the correspondent, and 
the drawer bank (the same bank which had 
issued the certificate of deposit) failed. 

Plaintiff now seeks to hold defendant bank 
liable for the amount of the certificate of 
deposit on the ground that it accepted some- 
thing other than money in payment of the 
certificate of deposit issued by the now in- 
solvent bank. 

In the court below the defendant bank 
prevailed, and this is an appeal by plaintiff. 

The court held that, in the absence of an 
agreement to the contrary, the collecting 
bank has no right to accept anything other 
than money as payment. But that one deal- 
ing with a bank was presumed to assent to 
the regularly established banking customs by 
which collections were made, and that it is a 
general proposition of law that usage in re- 
gard to the particular contract becomes a 
part of such contract. The court held that 
“if a bank in making a collection followed 
the course usually taken by banks under 
similar circumstances, and if such usage was 
reasonable and did not contravene any prin- 
ciple of law, the fact that the bank followed 
such usage or custom would tend to show 
that it exercised reasonable care in seeking to 
collect the draft.” 

This court reversed the lower court’s fa- 
vorable decision for the bank on the ground 
that the bank had not shown that it had fol- 
lowed a custom or usage prevalent among 
banks in accepting the drawee’s draft in pay- 
ment of the certificate of deposit, nor even 
that there was such a usage or custom. The 
case was sent back for further proceedings. 

Luckehe v. First Nat. Bank of M., 223 
Pac. 547. 

Note: In the case stated the bank re- 
ceiving the certificate of deposit for collec- 
tion, forwarded it to a bank in the same 
place as the payor bank which bank received 
payment by check instead of cash which was 
without authority and negligent. The court 
holds that the sending bank was not respon- 
sible for the negligence of the bank taking 
the check but that it was negligent in receiv- 
ing from the collecting bank such check 
without either (1) promptly returning same 
to its correspondent that cash might be de- 
manded or (2) informing its customer and 
securing his sanction. 

Upon the question of custom, as justifying 
this method of making the collection, the 
court holds that if the course followed was 
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Summarized 


N unsigned marginal nota- 

tion cannot vary the terms 
of a note complete in ttself so as 
to revive a note barred, or about 
to be barred, by the statute of 
limitations. 


N OTE of director to bank in 
lieu of notes for excess 
loans, to mislead banking depart- 
ment, is enforceable despite 
agreement with bank for non- 
lability. 
B ANK is bailee, not trustee, of 
the contents of a customer's 
safety deposit box. Customer in 
better position than general credi- 
tor when bank appropriates con- 
tents. 


HE New York 1 per cent tax 

on national banks and 
moneyed capital in competition és 
constitutional. It meets the re- 
quirements of U. S. Rev. Stat., 
Sec. 5219, as amended. Building 
and loan associations, savings 
banks, brokers, and pawnbrok- 
ers are not competitors of na- 
tional banks within the meaning 


of Sec. 5219. 


RAWEE bank cannot recover 

payments made to bona fide 
holder of forged checks, the 
holder having made due inquiry 
before purchase. 


N the absence of valid agree- 

ment or authorizing statute, it 
is not safe to accept drawee’s 
draft in payment. 


HERE check forwarded di- 

rect to drawee is remitted 
for by drawee’s draft on its 
correspondent, the funds in hands 
of such correspondent have been 
held in a Virginia case to be im- 
pressed with a trust and collect- 
ible in full despite failure of 
drawee. Federal Reserve Bank 
of Richmond wv. Peters, 123 S. E. 
379 (Va. 6-24). 


the one usually taken by banks under similar 
circumstances and was reasonable and did 
not contravene any principle of law, the fact 
that such usage or custom was followed 
would tend to show the exercise of reason- 
able care. The court held that it would be 
incumbent on the bank to clearly establish 
that such a custom existed; that it was gen- 
eral and well-known in the community so as 
to fasten implied knowledge on the customer 
and that it must also be reasonable. The 
court cited decisions rendered in 1899 and 
prior thereto in which it was held that a 
custom to take the debtor’s check would be 
unreasonable and could not be invoked as a 
justification for such course; but in the ab- 
sence of evidence as to the exact nature and 
extent of the usage, the court would not say 
whether it was or was not reasonable. 

It would seem, therefore, that even if a 
general custom well-known in the commu- 
nity to take the drawee’s check instead of a 
draft was proved, the question would still 
remain an open one whether the court would 
hold it a reasonable custom so as to justify 
such course. 


NEGOTIABLE INSTRUMENTS—ForGED CHECK 
Pain By BANK—No RECOVERY FROM 
Hover 1n DuE CoursE WHo 
Was Nor NEGLIGENT. 


NE Denis Healey forged the signature 

of Alice H. Healey to ten checks drawn 
upon the plaintiff trust company. At dif- 
ferent times he negotiated these checks, which 
were drawn payable to cash, to one Chip- 
lovitch, in payment for lodging and for cash; 
and Chiplovitch in turn delivered them to 
the defendant, his lessor. The defendant 
indorsed each check without qualification and 
deposited all of them in his account in his 
own bank, and they were paid by the plain- 
tiff through the Federal Reserve Bank. At 
the time defendant took the checks, he in- 
quired of Healey as to the alleged maker, 
and was told that she was his mother, and 
as he had no bank account, he had turned 
over to her large sums of money and had re- 
ceived checks from her. 

Held: That the bank could not recover. 
The Negotiable Instruments Act does not 
provide for such a situation, and it is, there- 
fore, governed by the common law. In gen- 
eral the drawee of a bill of exchange who 
pays it to a holder in due course cannot re- 
cover back the sum so paid upon discovery 
that the signature of the drawer is forged. 
This rule is subject to the exception that 
the holder must refund to a drawee who is 
not guilty of actual fault, if the holder was 
negligent in not making due inquiry concern- 
ing the validity of the check before he took 
it, and if the drawee can be said to have 
been excused from making inquiry before 
taking the check because of having had a 
right to presume that the holder had made 
such inquiry. The facts in this case did not 
establish any negligence on the part of the 
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holder. He had made inquiry and the trial 
court found that he had no reasonable cause 
to believe the checks irregular. It was ac- 
cordingly held that the plaintiff could not 
recover. South Boston Trust Company v. 
Levin. 143 N. E. 816. 


MarGINAL MeMoRANDUM ON Note CANNOT 
ContTRADICT ABSOLUTE STATEMENTS 
IN Bopy—TExAs. 


LAINTIFF sued on a note to which de- 
fendant set up the statute of limitations. 
Plaintiff acknowledged the limitation had 
run against the note as to its original tenor, 
but claimed that there had been an exten- 
sion on the note, as evidenced by the mar- 
ginal notation substituting “1922” for “1917” 
in the words “Due 1917.” 

Defendant denied that he had made or 
authorized the change, while plaintiff testi- 
fied that defendant himself made the change 
three weeks before the statute of limita- 
tions ran against the note in its original 
due date. That defendant had made the 
change when asked for a new note. 

The court held for defendant, reversing 
the lower court, on the ground that the 
note sued on was complete in itself, setting 
forth the due date independently of the 
marginal notation. Plaintiff was seeking 
to vary the terms of the note by parol 
evidence, unsigned by the party sought to 
be bound, for there was no signature cover- 
ing the marginal notation. The marginal 
notation being unsigned was invalid, be- 
cause it sought to extend the note for more 
than one year, which it could not do be- 
cause of statutory prohibition covering un- 
signed obligations. Reed v. Watson, 262 S. 
W. 178. 


Bank Drrectors—Note To 
TAKE Pace or ExcessivE Loans TO 
CusToMERS —INTENT TO DECEIVE 
BANKING DEPARTMENT—MAKER 
LiaBLE ON NoteE—KANSAS. 


NOTE of an officer or director of a 

bank to take the place of notes repre- 
senting excess loans, and designed to make 
the Banking Department believe it to be 
an asset of the bank, is enforceable, and the 
maker thereof cannot set up as against 
liability thereon an understanding or agree- 
ment with the bank of non-liability thereon. 
Cedar State Bank v. Olson. 226 Pac. 995. 


Bank Is BaILee oF SAFETY Deposit Box 
CoNnTENTS—BAILEE AND TRUSTEE Dis- 
TINGUISHED — INSOLVENT BANK 
CoNVERTING — PENNSYLVANIA. 


HE cashier of a bank removed the con- 

tents of a safety deposit box belonging 
to a customer, sold them, and deposited the 
proceeds to the credit of the bank in an- 
other city. The first named bank is now 
insolvent, and the owner of the securities 
seeks to compel the assignee for the benefit 
of creditors to recognize her superior claim 
against the proceeds of the securities. But 
the assignee claims that the owner will have 
to come in as a general creditor, for there 
is no way of picking out the individual as- 
sets obtained from the box. Since the pro- 
ceeds were part of a larger deposit in an- 
other bank, there was no way of identifica- 
tion. Furthermore, assignee claims that 


here is a mingling of funds held in trust 
for various beneficiaries, who will all have 
to share alike. 

But the court held that here was a bail- 
ment only and that no title passed to the 
thief by the appropriation—that a trust re- 
lationship never arose. Neither could the 
bank claim the relation of debtor and cred- 
itor under larcenous act so as to compel an 
innocent victim to become a general cred- 
itor in the distribution of the thief’s estate. 
In re Conneautville Bank, 124 Atl. 745. 


TAXATION OF MONEYED CAPITAL IN Com- 
PETITION WITH NATIONAL BANKS 
—New York. 


HE relators bring this action seeking 

to hold invalid the New York State 1 
per cent tax on moneyed capital used by 
national banks and their competitors. 

The New York tax law was amended by 
1923, C. 897, the legislature seeking to take 
advantage of the U. S. Rev. Stat. Sec. 5219 
amendment, which allowed the States to tax 
national banks at a different rate from 
“bonds, notes, or other evidences of 
indebtedness in the hands of _individ- 
ual citizens not employed or engaged 
in the banking or investment business and 
representing merely personal investments 
not made in competition with such business.” 

The relators were assessed at the rate 
imposed on national banks, the assessors 
claiming them to be in competition with 
national banks, and therefore subject to the 
same tax. Relators attack the constitution- 
ality of the New York Statute primarily 
on the ground that the law (which repeated 
the above quotation from the U. S. Rev. 
Stat. Sec. 5219 amendment) was too in- 
definite in setting forth what was taxable 
at the national bank rate. That the lan- 
guage of the act delegates legislative au- 
thority to the tax assessors in determining 
which property was in competition with 
national banks, and for such attempted dele- 
gation was void. 

But the court held that the classification 
of the property for determining the tax 
rate was solely a ministerial duty, and 
errors in classification were subject to re- 
view and correction by the courts. That 
the assessors were constantly called upon to 
classify property for determining the tax 
rate, and this duty here was of the same 
nature, though possibly different in de- 
gree. “Our court of last resort has recog- 
nized fully that, in the administration of the 
complex affairs of a great financial and in- 
dustrial state, effectuation in detail of leg- 
islative intent must necessariiy be committed 
to executive agencies.” 

Nor did the court allow the claim that 
the classification was unreasonable to avail 
the relators. For the competitive use of 
moneyed capital is real, and not a whim- 
sical nor irrational classification. The pur- 
pose to which moneyed capital is to be 
put is a proper classification earmark just as 
race horses may be taxed ata different rate 
from other horses owing to the use made of 
them. 

Building and loan assotiations, savings 
banks, brokers, purchasers of installment 
payment contracts for merchandise, and 
pawnbrokers were held not to be in com- 
petition with national banxs, and not sub- 
ject to taxation as such. People ex rel 


Broderick v. Goldfogle, Sup. Ct. N. Y. 
County, decided July 15, 1924. 


DrawEE BANK REMITTING BY DRAFT TO 
Cover IrEMs Drawn On It. DRAWEE 
BECOMING INSOLVENT, FUNDS 
Drawn AGAINST IMPRESSED 
WitH a TrusT— 

VIRGINIA. 


LAINTIFF Federal Reserve Bank of 

Richmond had an agreement with a non- 
member bank whereby the non-member bank 
agreed to immediately remit by shipment of 
money, or by draft on a correspondent bank 
where it had funds, for checks drawn against 
the non-member bank forwarded direct to 
it by the Federal Reserve Bank. The non- 
member agreed to present or cause to be 
presented to itself all items forwarded direct. 

Plaintiff forwarded checks on the non- 
member bank totaling $2,295, which checks 
were received by the non-member bank and 
charged against its drawer depositors. The 
drawee had ample cash to cover the checks 
if they had been presented over the counter 
and cash demanded. It also had sufficient 
funds with a correspondent bank to cover 
the checks, and it chose to remit by draft 
on such correspondent. Forthwith a draft 
on the correspondent was forwarded to the 
Federal Reserve Bank, but before such draft 
was received and presented for payment at 
the correspondert bank, the non-member 
bank. had failed, and the correspondent bank 
refused to pay the draft drawn on it, but 
held the funds due the failed bank. 

Plaintiff presented its claim to the receiver, 
claiming that it was a preferred creditor for 
the $2,295, less the $505 which it claimed 
as a set off and refused to surrender to the 
receiver. Plaintiff claimed that the failed 
bank was a fiduciary of the proceeds of the 
checks totaling $2,295, but upon a denial 
of the claim for preference and a trial in 
the lower court plaintiff not only failed to 
establish its claimed preference, but was 
ordered to surrender the $505 to the re- 
ceiver. From this decree plaintiff appealed 
and was sustained in both contentions as 
to the fund being impressed with a trust 
and its right to keep the $505 as a set off. 

“Our conclusion is that the Prince Ed- 
ward-Lunenburg County Bank (drawee) was. 
a special agent collecting checks for the Fed- 
eral Reserve Bank of Richmond. In equity 
and good conscience the money thus in its 
hands was at all times the property of the 
Federal Reserve Bank of Richmond. This 
money passed from the agent’s hands to the 
hands of the receiver impressed with a trust, 
and is sufficiently identified, since it appears 
that an amount equal to the amount held 
for the Federal Reserve Bank of Richmond 
was in its hands from Jan. 5, 1922, until 
its failure. 

“A check is not payment until the check 
is paid, and the drawing of a draft by the 
Prince Edward-Lunenburg County Bank to 
the order of the Federal Reserve Bank of 
Richmond and mailing the same to the 
last-mentioned bank in no way affected the 
trust already impressed. While the check 
was not an assignment of the fund against. 
which it was drawn, as between the drawer 
of the check and the person who gave value 
for it, it was an equitable assignment of 
the fund pro tanto.”—Fed. Res. Bk. of Rich- 
mond v. Peters, 123 S. E. 379 (Va. 6-24). 
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The Working Force for 1924-25 


N addition to the names published in 
the October JourNAL, the following are 
the officers, and members of commis- 
sions and committees of the American 
Bankers Association for the year 1924-25: 


Administrative Committee 


William E. Knox, president, the Bowery 
Savings Bank, New York, N. Y., Chairman. 

C. C. Colt, vice-president, First National 
Bank, Portland, Ore. 

Joshua Evans, Jr., vice-president, Riggs 
National Bank, Washington, D. C. 

W. C. Gordon, president, Farmers Savings 
Bank, Marshall, Mo. 

Harry J. Haas, vice-president, First Na- 
tional Bank, Philadelphia, Pa. 

Alvin P. Howard, vice-president, Hibernia 
Bank & Trust Co., New Orleans, La. 

R. E. Harding, vice-president, Fort Worth 
National Bank, Fort Worth, Tex. 

Walter W. Head, president, Omaha Na- 
tional Bank, Omaha, Neb. 

Edgar L. Mattson, vice-president, Midland 
National Bank, Minneapolis, Minn. 

Lucius Teter, president, Chicago Trust 
Company, Chicago, IIl. 

Melvin A. Traylor, president, First Trust 
& Savings Bank, Chicago, IIl. 

Oscar Wells, president, First 
Bank, Birmingham, Ala. 


National 


Agricultural Commission 


(Note: Numbers in parenthesis indicate Federal 
Reserve District). 


Burton M. Smith (7), president, Bank of 
North Lake, North Lake, Wis., Chairman. 

J. Elwood Cox (5), president, Commercial 
National Bank, High Point, N. C. 

FF. C. Dorsey (8), vice-president, Liberty 
Insurance Bank, Louisville, Ky. 

P. B. Doty (11), president, First National 
Bank, Beaumont, Tex. 

Fred A. Irish (9), vice-president, First 
National Bank, Fargo, N. D. 

Charles B. Lewis (6), president, Fourth 
National Bank, Macon, Ga. 

C. D. Rorer (12), president, Bank of 
Commerce, Eugene, Ore. 

R. D. Sneath (4), president, Commercial 
National Bank, Tiffin, Ohio. 

J. H. Soliday (1), president, Franklin Sav- 
ings Bank, Boston, Mass. 

S. G. H. Turner (2), president, Second 
National Bank, Elmira, N. Y. 

F. J. Wikoff (10), president, Tradesmens 
National Bank, Oklahoma City, Okla. 

Frank A. Zimmerman (3), vice-president, 
Chambersburg Trust Co., Chambersburg, 
Pa, 

D. H. Otis, First National Bank Bldg.. 
Madison, Wis., Director. 


Commerce and Marine Commission 


Fred I. Kent, vice-president, Bankers 
Trust Co., New York, N. Y., Chairman. 

M. E. Ailes, president, Riggs National 
Bank, Washington, D. C. 

E. H. Furrow, vice-president, Merchants 
National Bank, Cedar Rapids, Iowa. 

Earl S. Gwin, president, Lincoln Bank & 
Trust Co., Louisville, Ky. 


J. R. Kraus, vice-president and executive 
manager, The Union Trust Company, Cleve: 
land, Ohio. 

John G. Lonsdale, president, National Bank 
of Commerce, St. Louis, Mo. 

John McHugh, president, Mechanics & 
Metals National Bank, New York, N. Y. 

Robert F. Maddox, chairman of board, 
Atlanta & Lowry National Bank, Atlanta, 
Ga. 

D. H. Moss, vice-president, First National 
Bank, Seattle, Wash. 

Lewis E. Pierson, chairman of board, 
Irving Bank-Columbia Trust Co., New York, 
N. Y. 

Charles H. Sabin, chairman of board, 
Guaranty Trust Company, New York, N. Y. 

Lewis L. Strauss, Kuhn, Loeb & Company, 
New York, N. Y. 

J. R. Washburn, vice-president, Continental 
& Commercial National Bank, Chicago, IIl. 

F. O. Watts, president, First National 
Bank, St. Louis, Mo. 

Daniel G. Wing, president, First National 
Bank, Boston, Mass. 

D. B. Bunim, 110 East 42nd Street, New 
York, N. Y., Secretary. 


National Bank Division 


President, Edgar L. Mattson, vice-presi- 
dent, Midland National Bank, Minneapolis, 
Minn. 

Vice-president, W. C. Wilkinson, presi- 
dent, Merchants & Farmers National Bank, 
Charlotte, N. C. 

Chairman, Executive Committee, Charles 
W. Carey, president, First National Bank, 
Wichita, Kan. 

New Members, 

C. L. Cobb, cashier, 
Bank, Rock Hill, S. C. 

C. H. Marfield, vice-president and cash- 
ier, Seaboard National Bank, New York, 
N. Y. 

Edgar E. Sensenich, president, West Coast 
National Bank, Portland, Ore. 

R. D. Sneath, president, Commercial Na- 
tional Bank, Tiffin, Ohio. 

Charles L. Zigler, vice-president, 
National Bank, South Bend, Ind. 


Executive Committee: 
Peoples National 


First 


Savings Bank Division 


President, Alvin P. Howard, vice-presi- 
dent, Hibernia Bank & Trust Co., New Or- 
leans, La. 

Vice-president, Thomas F. Wallace, treas- 
urer, Farmers & Mechanics Savings Bank, 
Minneapolis, Minn. 

New Members, -—Executive Committee: 

Kent M. Andrew, cashier, La Porte Sav- 
ings Bank, La Porte, Ind. 

Taylor R. Durham, vice-president, Chat- 
tanooga Savings Bank, Chattanooga, Tenn. 

Ray Nyemas‘er, vice-president, American 
Commercial & Savings Bank, Davenport, 
Iowa. 

George L. Woodward, treasurer, South 
Norwalk Savings Bank, South Norwalk, 
Conn. 

State Bank Division 


President, W. C. Gordon, president, Farm- 
ers Savings Banx, Marshall, Mo. 
Vice-president, Grant McPherrin, presi- 
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dent, Central State Bank, Des Moines, Iowa. 
Chairman, Executive Committee, G. E. 
Bowerman, vice-president, Fremont County 
Bank, Sugar City, Idaho. 
New Members, Executive Committee: 
E. E. Crabtree, president, Farrell State 
Bank, Jacksonville, Ill. 
S. J. High, president, Peoples Bank & 
Trust Co., Tupelo, Miss. 


Trust Company Division 


President, Lucius Teter, president, Chicago 
Trust Company, Chicago, III. 

Vice-president, Francis H. Sisson, vice- 
eo Guaranty Trust Co., New York, 

Chairman, Executive Committee, Edward 
. Fox, president, Easton Trust Co., Easton, 

a. 

New Members, Executive Committee: 

Fred W. Ellsworth, vice-president, Hiber- 
nia Bank & Trust Co., New Orleans, La. 

Walter P. Gardner, vice-president, New 
Jersey Title Guarantee & Trust Co., Jersey 
City, N. J. 

William R. Hervey, vice-president, Pacific 
Southwest Trust & Savings Bank, Los Ange- 
les, Cal. 

E. C. McDougal, president, Marine Trust 
Co., Buffalo, N. Y. 

H. L. Standeven, vice-president, Exchange 
Trust Co., Tulsa, Okla. 


Clearing House Section 


President, C. W. Allendoerfer, vice-presi- 
dent, First National Bank, Kansas City, Mo. 

Vice-president, Alexander Dunbar, vice- 
president and cashier, Bank of Pittsburgh, 
N. A., Pittsburgh, Pa. 

Chairman, Executive Committee, John R. 


Downing, vice-president, Citizens Union 
National Bank, Louisville, Ky. 
New Members, Executive Committee: 
R. E. Macgregor, vice-president, North- 
western National Bank, Minneapolis, Minn. 
J. B. McCargar, vice-president, Crocker 
National Bank, San Francisco, Cal. 


State Secretaries Section 


President, William F. Augustine, secre- 
tary, Virginia Bankers Association, Rich- 
mond, Va. 

First Vice-president, Eugene P. Gum, 
secretary, Oklahoma Bankers Association, 
Oklahoma City, Okla. 

Second Vice-president, Harry G. Smith, 
secretary, Kentucky Bankers Association, 
Louisville, Ky. 

Secretary-Treasurer, Robert E. Wait, sec- 
retary, Arkansas Bankers Association, Lit- 
tle Rock, Ark. 

Members, Board of Control: 

W. F. Augustine, secretary, 
Bankers Association. 

Paul Hardey, secretary, Colorado Bank- 
ers Association. 

Charles E. Hoyt, secretary, Connecticut 
Bankers Association. 

Eugene P. Gum, 
Bankers Association. 

Harry G. Smith, 
Bankers Association. 


(Continued on page 349) 


Virginia 


secretary, Oklahoma 


secretary, Kentucky 


The Condition of Business 


Further Moderate Expansion of Business Activity in October 
Accompanied by Increased Borrowings for Commercial and 
Agricultural Purposes. Changes In Rural and Urban Pur- 
Purchasing Power of the Farmer’s Dollar Is Up. 


chasing Power. 


ORE complete reports for Sep- 
tember confirm the preliminary 
evidences of a continued mod- 
erate expansion in business dur- 

ing that month, and in most cases the 
weekly reports during October showed fur- 
ther increases in industrial operations and 
trade activity. 

An increase of 9 per cent in the Federal 
Reserve Board’s index of production in 
basic industries, which in July and August 
had been at the lowest level in two years, 
reflected increased activity in many lines of 
industry, including iron and steel, . textiles, 
and coal. The net gain of 23 blast furnaces 
in September was reflected by a further in- 
crease of 9 per cent in pig iron production, 
while steel ingot output rose an additional 
11 per cent and had recovered nearly half 
of the ground lost between February and 
July. Unfilled orders of the Steel Cor- 
poration showed a further increase of 184,- 
000 tons during September, and in the first 
three weeks of October, orders were re- 
ported larger than in the same period of 
September, although output for the industry 
as a whole was at about the September rate 
of 60 to 65 per cent of capacity. 


Trade More Active 


peer significant indexes of trade activity 
and general business conditions as rail- 
way shipments of freight and bank debits 
outside of New York City continued to 
run close to normal, having in mind the 
usual seasonal variations and year to year 


growth. Total car loadings set a new record 
for all time in the week of Oct. 18, all 
classes of freight except coal, coke, and 
ore running higher than in the correspond- 
ing week of 1923. Wholesale trade in Sep- 
tember was 11 per cent larger than in Au- 
gust, as a result of increased business in 
almost all reporting lines. Retail trade 
showed more than the usual seasonal in- 
crease in September, and sales of depart- 
ment stores and mail order houses were 
considerably larger than last year. 


Money and Banking 


REDIT demand for financing the mar- 

keting of the crops and the fall activity 
of trade was reflected in increased commer- 
cial loans throughout the country. By 
Oct. 15, when the seasonal expansion ap- 
peared to have reached its peak, the total 
of these loans at banks which report weekly 
to the Federal Reserve Board was about 
$370,000,000 higher than at the end of July, 
an increase of about the same amount as 
occurred in the corresponding period last 
year. Member bank investments in securi- 
ties continued to increase and loans on 
stocks and bonds also advanced, so that on 
Oct. 22 total loans and investments were 


higher than ever before, having increased 
since the end of May at the rate of about 
$80,000,000 a week, or $1,700,000,000 in all. 
Member banks’ borrowings at the Federal 
Reserve Banks declined in October to the 
lowest point since 1917. 

Notwithstanding the further expansion in 
business activity and in borrowing for com- 
mercial and agricultural purposes, money 
rates generally held in October close to the 
levels which prevailed early in September. 
The open market rate on commercial paper 
reverted to 3-314 per cent, which was as 
low as at any time since 1916, but rates 
on bankers’ acceptances and Stock Ex- 
change loans were slightly higher than in 
September. 


Crop Estimates 


V its October report on the condition of 
the grain crops, the Department of Agri- 
culture raised its forecasts for spring wheat, 
oats, barley, potatoes, flaxseed and hay, 
but lowered its estimates for corn, tobacco, 
sweet potatoes and apples. The corn 
crop, after entering September in the lowest 
condition in 40 years, with three exceptions, 
was damaged by unusually early frost in 
the northwestern portion of the belt, par- 
ticularly in Iowa; but in October warm, 
dry weather during most of the month 
helped the crop to dry out and mature 
rapidly. ‘The conditions which were un- 
favorable for corn during much of its 
growth were favorable for the oats, hay, 
and potato crops, all of which promise 
larger than average yields. Much of the 
abundance of oats and hay is found where 
corn production is considerably below the 
average, and will be available as a substi- 
tute feed. 

Excessive rains and increased boll weevil 
activity in many sections of the cotton belt 
during the last half of September caused 
a reduction of about 100,000 bales in the 
estimated yield, but by the middle of Octo- 
ber this had been more than regained as a 
result of the warm, dry weather. The 
estimated crop of 12,675,000 bales promises 
to be more than one-third larger than the 
average harvest of the last three years. 


Crop Values High 


HE increase in probable yield of cotton 

was accompanied by declining prices for 
the raw staple, so that by the middle of 
October the returns to the producers of the 
crop promised to be much smaller than had 
been anticipated in mid-summer. In the 
case of the corn crop, however, the rise in 
price more than offset the reduction in 
yield, while in the case of the wheat crop, 
production and prices both advanced. The 
combined value of 11 principal crops, given 
in the table below in millions of dollars, 
shows practically no change since mid-sum- 
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mer, and is approximately one-third larger 
than the average amount received by pro- 
ducers in the previous three years. 


1924 Estimated Value 


1923 Aug. 1 
Harvest Esti- 
Value at mates and mates and 
July 15 Sept. 15 
Prices Prices 
$2,532 $2,698 
1,717* 
1,224 
861 
711 


Total, 5 crops 
Six other principal 


$7,045 
1,113 


Total, 11 crops....$7,325 $8,158 


*Cotton estimates and prices are as of August 16 
and October 16. 

The upward movement in the prices of 
farm products at a time when prices of 
non-agricultural commodities were station- 
ary or declining has raised the purchasing 
power of the farmer’s dollar to about 90 
per cent of the pre-war level, which is 
the highest in four years. Reports from 
the agricultural sections indicate that so 
far farmers have been using their crop 
money chiefly to clean up their debts at the 
banks and stores. Some improvement in 
wholesale and retail trade is noticed, but 
in general purchases are restricted to neces- 
saries. 


Cost of Living Stable 


j i the first three months of the year, there 
was a decline of about 2 per cent in the 
total cost of living of the average working- 
man’s family, but since then there has been 
little change, according to the figures of 
the United States Department of Labor for 
32 cities throughout the country. The Sep- 
tember figures, which are the latest avail- 
able, are about 71 per cent higher than the 
average of 1913, but are about 21 per cent 
below the peak of 1920, as indicated in the 
following table, which shows also the 
changes among the various classes of ex- 
penditure. With the exception of housing, 
all classes of outgo reached their highest 
points in 1920 or 1921. 
1913 


Item Average 
Total cost of living.100 
100 


Highest Sept., 
Since 1913 1924 
217 June, 1920 171 
219 June, 1920 147 
288 June, 1920 173 
168 Sept., 1924 168 
195 Dec., 1920 179 


293 June, 1920 215 
209 May, 1921 201 


100 

Fuel and light. .100 
Furniture and 

furnishings ..100 

Miscellaneous ...100 


The cost of housing a workingman’s fam- 
ily rose substantially in 1920, and since then 
there has been an advance of about 2 per 
cent a year, so that the present outlay for 
rent is higher than ever before. This con- 
dition reflects the fact that in recent years 
the large volume of residential construc- 
tion, particularly in New York City and 


Crop 
COD 
CHOBE 1,015 
$8,181 

= 
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other large centers, has been almost entire- 
ly of the more expensive types of apart- 
ments and one and two-family houses, the 
high cost of construction making it well 
nigh impossible to supply housing accomo- 
dations within the reach of the working- 
man’s pocketbook. 

Active construction of the more ex- 
pensive types of apartments in recent 
years has resulted in a surplus of such ac- 
commodations in some sections of the coun- 
try and a renting situation more favorable 
to the tenants. The change in the situation 
has developed within the past year. An 
analysis of the building permit figures of 
68 cities, published by the Department of 
Labor, indicates that the peak of apartment 
house building for the present appears to 
have been reached last year, the figures for 
the first six months of this year showing 
for the first time a decline in the propor- 
tion of families provided for in new apart- 
ment houses. Part of the decrease is attrib- 
uted to an exodus of people to the suburbs, 
an indication of which appears in an in- 
creased proportion of new one and two- 
family dwellings this year. 


Easing in Higher Rents 


N New York City, where this shifting in 

type of residential construction has been 
particularly marked, considerable evidence 
- of an easing in higher rents appears. For 
workingmen’s accommodations, a further in- 
crease of about 3 per cent is reported by 
the Department of Labor during the past 
year, in common with other cities; but in 
the case of apartments renting in 1920 for 
$15 to $30 monthly per room a slight re- 
duction is reported by the Federal Reserve 
Bank of New York, while for still higher 
priced apartments the reduction in rents 
within the year averaged about 4 per cent. 
In many cases where there were no reduc- 
tions in rents, bonuses of a month’s free 
rent are offered to new tenants, and other 
concessions are also somewhat more com- 
mon than in recent years. An interesting 
indication of this situation appears from a 
diagram published in the New York Re- 
serve Bank’s November Monthly Review, 
comparing the volume of advertising of 
“Apartments For Rent” carried in the Sun- 
day edition of one of the large New York 
papers during the last three renting sea- 
sons. A substantial increase in the weekly 
offerings is shown from year to year, ap- 
parently reflecting active construction and 
the movement to the suburbs, together with 
some tendency toward shorter leases and 
more frequent shifting of tenants. Even 
after Oct. 1, when in other years most 
leases were made, offerings continued un- 
usually large. Out of a list of 38 apart- 
ments advertised in both 1923 and 1924, 20 
were offered at reduced rents, 11 showed 
no change, and only 7 were advanced. 


Mortgage Money Abundant 


igi easing in money conditions which 
has developed since the first of the year 
in other money markets has also appeared 
in the mortgage loan market. In view of 
the general feeling that the building mar- 
ket needs a “breathing spell,” at least for 
the higher grade apartments, lending in- 
stitutions have generally adopted a cautious 
policy in placing loans, especially where the 
proceeds are to be used to finance new con- 
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struction. The supply of funds is plentiful. 
For example; the consolidated figures for 
savings banks in New York State, analyzed 
by the State Savings Banks Association, 
show that while there has been a steady in- 
crease since January, 1920, in the percentage 
of total resources invested in mortgage 
loans, the ratio of 54.3 per cent on July 1, 
1924, was still well below the legal maximum 
of 70 per cent, although a few individual 
banks were near the limit. The ample sup- 
ply of funds, together with the decrease in 
acceptable applications, has led to a decline 
of about % of 1 per cent since the first 
of the year in the prevailing interest rate 
on mortgage loans in New York City, ac- 
cording to the Reserve Bank. In Manhat- 
tan the prevailing rate for highest grade 
mortgages is close to 5 per cent and in the 
outlying boroughs 5% per cent. 


Labor’s Purchasing Power 


INCE the end of 1921, the workingman’s 

cost of living has shown very little 
change, having varied scarcely more than 
5 per cent. The expansions and contrac- 
tions in his pay envelope have therefore 
meant corresponding changes in his pur- 
chasing power. If we compare the earn- 
ings of factory workers throughout the 
country, as reported by the United States 
Department of Labor, with the Depart- 
ment’s index of the cost of living, we find 
that about the middle of 1922 the worker’s 
command over the necessaries of life began 
a steady rise which continued until the mid- 
dle of 1923 and amounted in all to about 
20 per cent. 

During this period, that is between the 
middle of 1922 to the middle of 1923, the 
Federal Reserve Board’s index of produc- 
tion in basic industries rose higher than ever 
before, but factory employment in general 
remained substantially lower than in 1920, 
thus indicating an increase in production 
per worker. Although the Board’s figures 
on production and employment do not re- 
late to precisely the same industrial plants, 
they appear to be fairly representative and 
indicate an increase in per capita produc- 
tion about equal to the advance in the work- 
er’s purchasing power. In other words, the 
worker was producing about one-fifth more 
than in 1922 and he was receiving about 
one-fifth more in terms of goods and ser- 
vices. This increase in purchasing power 
of the city worker was undoubtedly an im- 
portant factor behind the expansion in 
business activity which occurred after the 
middle of 1922. 


Recent Changes 


HE decline in industrial activity, which 
began last March was accompanied by 
a décline in the number of factory employ- 
ees, amounting between March and July to 
about 13 per cent at representative fac- 
tories throughout the country. In addition, 
average weekly earnings of those who were 
retained were reduced by the prevalence of 
part-time employment. The percentage re- 
duction in employment shown by the re- 
porting factories during this period repre- 
sented the release of nearly 1,000,000 men, 
taking into consideration all factories 
throughout the country, and a decrease of 
about $130,000,000 in monthly pay rolls. 
Since July there has been an increase of 


about 3 per cent in employment at report- 
ing factories and reduction in part-time 
work has resulted in larger average earn- 
ings. Nevertheless, total factory employ- 
ment in September was about 11 per cent 
less than a year ago and average earnings 
of those who were at work were somewhit 
smaller. With the worker’s cost of living 
stable, his purchasing power has _ tended 
downward, although it is still consideral)ly 
above the average of 1922. 

Earlier in the year, many men released 
from factories found ready employment in 
road building, farming, and other outdoor 
occupations, so that there was probably no 
general unemployment. Recently, however, 
some of the outdoor lines have become less 
active and while factory employment has 
again increased, state employment offices 
report that requests for workers are con 
siderably fewer than applications for work. 
Labor turnover in factories is unusually 
low, and most employers report a surplus 
of labor in their localities. A further re- 
flection of the changed conditions as com- 
pared with last year appears in the reports 
of the Public Welfare Department of New 
York City, which show an average of about 
1900 applicants for free lodging in each of 
the first three weeks in October this year, 
compared with about 1200 in the correspond- 
ing weeks of last year. 

Offsetting the decline in the city worker's 
purchasing power during the past year has 
been the improvement among the farming 
population, and this has contributed largely 
to the moderate expansion in business since 
mid-summer. 


Foreign Financing Heavy 


Siow feature of the security markets in 
October was the offering of $110,000,000 
7 per cent 25 year bonds as the American 
portion of the German external loan pro- 


vided for in the Dawes plan. The entire 
loan aggregated slightly over $190,000,000 
and was offered simultaneously in the 
United States, Great Britain, France, Italy, 
Switzerland, Holland, Belgium, Sweden and 
Germany. They were immediately over- 
subscribed, and both in New York and Lon- 
don were quoted on the exchanges at a pre- 
mium of several points. In addition to the 
German loan, foreign securities amounting 
to about $250,000,000 were sold in this coun- 
try late in September and in October, which 
brought the total foreign issues sold here 
since the first of the year to over a billion 
dollars. An indication of the growth of 
the market in this country for foreign se- 
curities appears in the very rapid increase 
in recent years in the number of foreign 
government issues traded in on the New 
York Stock Exchange. In the decade prior 
to the beginning of the World War, the 
number ranged only from 5 to 12, but be- 
tween 1916 and 1921 the number increased 
from 20 to 47, while in the past three years 
the gain has averaged about 15 issues a 
year. 


Convention Calendar 


STATE 
ASSOCIATION 
Missouri 
California 


DATE PLACE 
May 19-20 


May 20-23 Santa Barbara 


‘ 
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First Overseer 
(Continued from page 315) 


public official withstood the strongest of 
Congressional pressure urging him to do 
something that might have been done by 
a little winking at the law. Had he ap- 
proved the purchase of this 14,000,000 
ounces of silver, it probably would not have 
created the slightest stir. But Gilbert 
thought he could not conscientiously spend 
$5,000,000 of the people’s money in this 
manner, 


Gilbert Loses a Fight 


N one notable occasion, he waged a 
losing fight. 

Feeling that the principle of the soldiers’ 
bonus was wrong and that the Treasury 
could not stand the financial burden it 
would entail, he recommended to the Sec- 
retary that the department go on record 
against the then highly popular legislative 
proposal. There seemed to be overwhelm- 
ing sentiment in its favor and it took cour- 
age to take a stand against the bonus. Of 
course, Gilbert feared that the granting of 
the cash bonus would threaten the success 
of the short-dated debt refunding opera- 
tion, but the greater fear was that the act 
would delay the day when taxes could be 
cut. The Treasury plan of attack on pro- 
posed legislation takes the form of a broad- 
side of words in a letter to the chairman of 
the Ways and Means Committee in the 
House or to the head of the Senate Com- 
mittee on Finance. Intermittently during 
the time that the bonus bill was up for con- 
sideration, the Treasury cut loose with its 
verbal bombardment. President Harding, 
who voiced his favor for adjusted compen- 
sation to the war veterans during an ad- 
mittedly unguarded moment in a speech dur- 
ing the Presidential primaries, was converted 
to the unwisdom of the bonus, largely by 
the arguments of the Treasury. 

Of course it would be extravagant to at- 
tribute the Treasury policy to Gilbert’s stand 
and what is said should not be considered 
in any sense as detracting from Secretary 
Mellon’s able conduct of the department. 
But, at the same time, it would be just to 
state that Gilbert was in charge of fiscal 
affairs and was thus responsible for the 
initiation of the policy. 

While Gilbert’s attention has been riveted 
on domestic fiscal affairs, the situation in 
Europe has, by no means, escaped his no- 
tice. Shortly before he retired as Under- 
secretary, he boarded a steamer for Europe 
to make a first-hand inspection of the Ruhr. 
So the slim young man who will hold the 
financial fate of all Europe within his 
hands during the next few years is no 
stranger to the reparations problem or to 
the Ruhr. 

The job of unsnarling the reparations 
tangle and persuading Germany to go back 
to work with such a vengeance that the 
nation will more than double her record 
pre-war favorable trade balance in order 
to pay a staggering indemnity is one that a 
stout-hearted and far-seeing man would 
fain undertake. Perhaps that is the reason 
the nation applauded when Gilbert pulled up 
stakes, severed all ties as a member of one 
of the largest legal firms in New York that 
doubtless would have put him on easy street 


Loans and Discounts . 


Banking House . . . 


Interest earned 


Other Assets . 


within a few years and embarked for Paris 
to assume a job upon the’successful fulfill- 
ment of which largely rests the stability of 
international trade and the hope of world 
peace. 


Few Changes in Committees 


ESPITE the number of changes in the 
membership of Congress wrought by 
the November elections, there probably will 
be no changes in the personnel of the Com- 
mittee on Banking and Currency of the 


SEEKING NEW BUSINESS 
ON OUR RECORD 


STATEMENT OF CONDITION 
At the close of business, October 10, 1924 


ASSETS 


U.S. Bonds and Certificates 


Other Bonds and Investments . 


Customers’ Liability account of Acceptances 
Cash due from Banks and U.S. Treasurer . 


$174,158,789.66 
LIABILITIES 
Capital Stock . $ 4,500,000.00 
Surplus... . 15,500,000.00 
Undivided Profits 1,357,739.67 21,357,739.67 
Reserved: Taxes, etc. . 975,478.94 
Unearned interest 610,624.76 
Other Liabilities . 1,537,620.17 
Deposits, viz.: 
Individuals. . - $104,663,579.50 
Banks . 38,111,115.92 
United States 872,000.00 143,646,695.42 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD — 100% 


CHEMICAL 


BANK 


OF NEW YORK 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE AT 29TH STREET 
MADISON AVENUE OFFICE 
AT 46TH STREET 


- $107,867,326.18 
8,776,056.25 
- -  14,556,013.80 

1,500,000.00 

4,801,808.85 
35,949,795.33 
° 333,546.42 
374,242.83 


$174,158,789.66 


MODERN 


House of Representatives, and probably not 
more than two new faces on the Senate 
Committee on Banking and Currency. 

All of the members of the House of 
Representatives’ committee were either re- 
elected or held over. 

On the Senate Committee Senator Nor- 
beck of South Dakota and Senator Alva 
Adams of Colorado will not return. Sen- 
ator Norbeck did not offer for re-election, 
while Senator Adams lost to his Republican 
opponent, R. W. Means. 
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National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION, OCTOBER 10, 1924 


RESOURCES 
Loans and Discounts .$255,122,886.58 


Overdrafts, secured 
and unsecured 

United States Securi- 

94,679,412.64 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House 


Cash in Vault and due 
from Federal Re- 
serve Bank 


Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and 
Cash Items 

Interest Accrued..... 


Customers’ Liability 
under Acceptances. 19,454,710.16 


$502,581,702.51 


472.30 


7,395,689.05 
1,500,000.00 
4,000,000.00 
58,429,330.01 


11,033,928.40 


47,572,666.53 
other 
2,342,414.13 
1,050, 192.71 


LIABILITIES 


Capital Paid up $25,000,000.00 


Surplus 25,000,000 .00 


Undivided Profits..... 14,853,945.62 


Dividends unpaid .. 48,650.50 


Deposits 408,139,784.72 


Reserved for Interest, 
Taxes other 


Purposes 4,140,280.67 


Unearned Discount... —1,236,642.76 


Acceptances executed 


for Customers .... 20,508,261.15 


Acceptances sold with 
our Endorsement.. 


3,654, 137.09 
$502,581,702.51 


CHAIRMAN OF THE BOARD 
JAMES S. ALEXANDER 


PRESIDENT 
STEVENSON E. WARD 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
ELMORE F. HIGGINS 


ROY H. PASSMORE 
DAVID H. G. PENNY 


JOHN E. ROVENSKY 
FARIS R. RUSSELL 
HENRY C. STEVENS 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
THOMAS W. BOWERS 
LOUIS P. CHRISTENSON 
OSCAR L. COX 


CASHIER 
JULIUS PAUL 


EMANUEL C. GERSTEN 
ARCHIBALD F. MAXWELL 
FRANZ MEYER 
EUGENE M. PRENTICE 


EDWARD H. RAWLS 
EVERETT E. RISLEY 
C. ALISON SCULLY 
JOHN T. WALKER, JR. 


AUDITOR 
PAUL B. HOLMES 


DIRECTORS 


JAMES S. ALEXANDER 
HENRY W. de FOREST 
JOHN T. DORRANCE 


EDWARD D. DUFFIELD JOHN G.S 


The Dawes Plan 


(Continued from page 318) 

of collection machinery and an increase of 
the sums which will be applied for the actual 
financial rehabilitation of the creditor coun- 
tries. Under the plan the higher the pre- 
reparation costs the lower will be the 
amounts which the Allies may expect to get 
for their own benefit, whereas under the old 
system there was no check on the amount 
that could be demanded for large occupying 
forces, unwieldy and expensive commissions, 
and other similar requirements. 

Under the plan full payments by Ger- 
many do not begin until the fifth year, 
giving Germany some time for reorganiza- 
tion and recuperation. During the interim 
period the railroads, which are transferred to 


CHARLES E. DUNLAP 
GEORGE E. ROOSEVELT JAMES TIMPSON 
CHARLES B. SEGER 
HEDD 
VALENTINE P. SNYDER 


HARRY B. THAYER 


STEVENSON E. WARD 
THOMAS WILLIAMS 


private ownership, carry the major part of the 
burden. The first year they pay 200 millions 
of gold marks against the eleven billion 
mark bond issue in the hands of the Allies. 
The second year. the total payments against 
railroad bonds, as well as receipts from 
the transport tax, which are to go to the 
creditors, are to amount to 845 millions 
of gold marks, the third year 840 millions. 
In the fourth year, the railroads reach their 
standard payment of 660 millions of gold 
marks interest on the bonds plus 290 millions 
to be obtained from the transportation tax, 
a total of 950 millions of gold marks. 

In 1912, the most favorable year before 
the war, the net profits of the German Rail- 
way system were about a billion marks, and 
under normal conditions, considering the 
increased efficiency of private ownership, 


there should be available a sufficient surplus 
to make the yield from railroad bonds and 
preferred stock safe. The condition of the 
railroads generally is good, although it has 
been stated that in some cases too much 
money was invested during the period of 
depreciation in unnecessarily expensive road- 
bed, in unnecessarily elaborate stations, and 
other non-productive improvements. Also, 
the Ruhr system is in bad shape at the pres- 
ent time. However, the railroads have been 
operated at a considerable loss ever since 
the war, and there is some question as to 
whether they can be reorganized in timg to 
meet their interim payments. Under gov- 
ernment ownership, the railroad administra- 
tion was an easy method of taking care of a 
portion of unemployment, but this cannot be 
continued under private management. In 
January of this year the number of railway 
employees was 937,000, whereas it has been 
estimated that the railroads can be efficiently 
operated with 793,000 employees. The Com- 
missioner of Railways, therefore, has a real 
job and this assignment will have to be 
filled by a man of exceptional ability and 
experience. He must get the maximum yield 
out of railroads in the quickest possible 
time, without raising freight rates to such 
an extent in the interim period that there 
will be a depressing effect on industry. 


An Important Provision 


HERE is one very important matter 

which is bound to come up at some time 
in the future, and that is the question of 
the total of payments by Germany. The 
Committee of Experts was not authorized to 
discuss this subject. Their business was to 
find out how much money Germany could 
raise to be applied against reparation ac- 
count with a stable financial structure, over 
and above the minimum necessary to operate 
her government. There will be increasing 
pressure for determining the total capital 
sum which Germany must pay. The an- 
nual amounts must be fixed on a certain 
interest and sinking fund basis or a provision 
made arranging for a fixed length of time 
over which payments must be made. 

These are a few of the problems in- 
volved in the actual execution of the plan. 
A tremendous amount of executive detail is 
involved which will have to be handled by 
some of the most competent men available 
in certain specialized lines of activity. The 
report itself has allowed considerable leeway 
in execution, and intentionally so. Business 
men realize that with a big proposition it 
is impossible to foresee every detail and to 
estimate every figure, particularly when 
absolute financial disorganization has made 
the obtaining of accurate statistics almost 
impossible. Based generally on sound busi- 
ness and economic principles, the plan has 
thus been left sufficiently elastic so that the 
various details can be adjusted by means of 
the administrative machinery provided for 
in the organization itself. With the proper 
kind of administrative personnel, with the 
keeping of the plan out of politics, with 
whole-hearted cooperation on the part of 
all participants, the installation of the 
Dawes scheme marks the beginning of real 
progress in the solution of the reparation 
issue, up to the present the greatest ob- 
struction to European stabilization and world 
progress. 
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Cutting Out Waste 
(Continued from page 316) 


their disposal ultimately to private owner- 
ship, as contemplated by the Merchant Ma- 
rine Act of 1920. The Act declared for a 
merchant marine ultimately to be owned 
and operated privately by citizens of the 
United States. The intent appears plain, 
though its practical application to the dis- 
posal of our fleet is confused by the use of 
the word “ultimately.” Much difference 
of opinion exists regarding the disposal of 
the fleet; there is a strong sentiment fa- 
voring disposal as soon as possible on prac- 
tically any terms that will place the ships 
in the hands of private owners and relieve 
the government of its present burden of 
loss; while, on the other hand, there is a 
sentiment favoring out-and-out government 
operation indefinitely of such essential ser- 
vices as cannot be sold to private interests 
at world market prices of the ships con- 
cerned. Probably the advisable course will 
lie somewhere between these extremes, and 
naturally each service constitutes a sepa- 
rate problem to be solved on its individual 
merits. 


If the lines can be improved in economy 
and efficiency of operation to the point where 
they will be comparable to lines under pri- 
vate ownership, and if they can be made 
more nearly self-supporting, it may be ex- 
pected that eventually,.with improved ship- 
ping conditions, some of them at least may 
make such a showing that they will appeal 
to private operators as a good business in- 
vestment. 

Unquestionably public opinion demands 
that an adequate American merchant marine 
be maintained on the seas. But in view of 
the wide difference between American and 
foreign labor costs, and of all expenses 
in which labor is a factor, a considerable 
differential in operating costs handicaps our 
vessels in foreign trade. The government 
should in some way afford protection to 
the American shipping industry by bearing 
this differential or a considerable part of it 
if American services are to be maintained 
on a safe business basis. Under present con- 
ditions it is practically impossible for pri- 
vate American vessels to compete profitably 
with foreign vessels on a majority of the 
trade routes and, therefore, it has been nec- 
essary for the government to continue to 
maintain essential services in order that 
American foreign trade may be conserved 
and promoted. In other words, if the gov- 
ernment services were immediately discon- 
tinued, the American flag would necessarily 
disappear from most of the routes and our 
merchant marine probably would resume its 
pre-war status, when it carried less than 
10 per cent of American foreign commerce. 
However, private American ownership and 
operation within a reasonable time is what 
is contemplated in the Merchant Marine Act, 
and conditions are now improving to such 
an extent as will soon justify the purchase 
of some of the more important lines. 


New Operating Agreements 


| iv connection with the consolidations, new 
managing operating agreements have been 
effected whereunder the sole compensation 


“Mercantile Service’ 


Departments: Banking Bond Corporation Real Estate Loan 


Real Estate Public Relations 


Safe Deposit 


Savings Trust 


Faithful service to its trade territory, to the State, and to 
the Nation—that is the foundation on which St. Louis has built 


industrial prominence. 


State and 


Faithful service to the same orem 
Jation, and to the citizens of St. Louis—that is the 


foundation on which the Mercantile Trust Company has built 


financial prominence. 


Slowly, surely, since 1899, “Mercantile Service” has attracted 
patrons until today they number more than 106,000. The proof 
of good service is constant —— We solicit new business from 


banks, trust companies an 


Mercantile 
Member Fedecal S 


Rererve frtem 
EIGHTH AND LOCUST 


individuals on this record. 


Copital Surplus 
Ten Million Dollavs 


-TO ST. CHARLES 


SAINT LOUIS 


of the operator will be a commission on the 
gross revenue, and all extras in the form 
of allowances and fixed fees will ‘be elimi- 
nated. It is expected that the new agree- 
ment will operate as an incentive to the 
operator to cultivate increased business in 
his own interest as well as that of the Fleet 
Corporation. Also distinctive trade names 
have been assigned to the lines, which names 
are to be the property of the Board and not 
that of the managing agent, as was hereto- 
fore the case in many instances. 

In addition to the improvements effected 
in the lines themselves, the Fleet Corpora- 
tion has reduced freight handling costs 
through improved stevedoring contracts and 
better supervision. Standards of performance 


5 


have been established for expenditures of 
fuel and supplies, which, together with spe- 
cial schooling of engineers and the insti- 
tution of a system of competition, has re- 
sulted in important economies. In the past 
eight months eliminations of unnecessary 
personnel of the Corporation have reduced 
the annual payroll by more than a half mil- 
lion dollars. Finally, and perhaps most im- 
portant of all, there has been instituted a 
budget system which now governs disburse- 
ments in accordance with the usual business 
practice. Though there is much yet to be 
done to increase efficiency, it may be stated 
that the Corporation is now operating under 
the customary controls and checks of an 
efficient commercial organization. 
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SO DO OO SOOO OOOO 


6th Annual 
7 


AT E Se American Express 


Cruise Tour 


\ 4 SOUTH AMERICA 
ty WEST INDIES 


ar Sails from New York, January 29th 

—65 days—$1950 up—including 

0 all shore excursions and the best of 

everything on land and sea—South- 

ward on the splendid Pacific Liner 

Beansaces Ebro” — returning on the 

new Lamport and Holt 


PORT OF SPAIN ” 
TRINIDAD S. S. “Voltaire. 


MOST _ Exceptional 
Travel Opportunity. 


Two Distinct Cruises in One. 


All the wonderful and new peo- 
ples, places and things of the 
lands below the Equator, on both 
sides of South America. The in- 
spiring trip, above the clouds, 
Across the Andes; and, in addi- 
tion, a fascinating cruise among 
the romantic islands of the West 
Indies, with land excursions at 
Havana, Panama, Trinidad, Bar- 
bados and Porto Rico. 


4 


The experience of the American 
Express Travel Department in the 
management of like Cruises to 
South America in the past five 
years, assures the present party 
unequalled sight-seeing facilities MOLLENDO Ni 


and superior personal comforts. . 
ARICE 


GOING SOUTH on the Pacific: « 
Sail on S. S. “Ebro,” stopping at IQUIQUE 
Havana, Isthmus of Panama, 

Cristobal, Gatun Locks, Culebra 

Cut, Panama City; Callao, Peru; AC 

Lima, Mollendo in Chile, Arica, ANTOFAGASTA UO ee RIO DE JANEIRO 
Iquique, Antofagasta, Valparaiso SANTOS 

and Santiago. its j 


ACROSS THE ANDES—by nar- 
row-gauge railway to Los Andes 
and Mendoza; Buenos Aires, for 
a full week of carefully planned 
excursions. 


NORTH ON THE ATLANTIC: 

Aboard the new Lamport & Holt VALPARAISO 

S. S. Voltaire. Montevideo, capi- of 

tal of Uruguay; Santos, Sao i : Fas Cruise, deck plans, de- 

Paulo and Rio de Janeiro, Brazil, - BUENOS Ai MONTEVIDEO tails of itinerary, cost, 

for another week of rare interest AIRES ly 
the @ocial ite etc., apply to your near 

—sightseeing an e c 

of the Brazilian Capital. Port of Of; American Express 

Spain—tTrinidad, Barbados and ce or write 

San Juan, Porto Rico, with time 


AMERICAN EXPRESS 
TRAVEL DEPARTMENT 
65 BROAD WAY, NEW YORK 


S Wherever You Travel, Always Carry American Express Travelers Cheques. 
SSO OO OO OO OOOO OOOO OO SODH OOO SS SOOO GSO GOGH GO 


When writing to advertisers please mention the American Bankers Association Journal 


For full information, il- 


346 
GO DO SO SE GO SSF 
QOS 
DENVER 
i 
is’ 
| 


November, 1924 AMERICAN BANKERS ASSOCIATION JOURNAL 


THE COST of CRIME 


Hiow Careless Travelers Contribute 
to the loss of $3500000000. 


. HE cost of crime in the United States is as much as the annual 

budget of the nation—more than $3,500,000,000.” These figures 
are estimated in the reports of the Protective Committee of the Amer- 
ican Bankers Association, and the Committee on Public Affairs of the 
American Institute of Accountants. 


“There is no assurance of this rising tide of crime subsiding until Bank- 
ers themselves apply more drastic preventive measures.” 


But it is not the Banker alone who is responsible for this appalling con- 
dition. 


Carelessness of the general public is a large contributing factor. Par- 
ticularly carelessness on the part of people who travel. 


Just how much of this sum represents funds lost by travelers either on 
business or pleasure, who still persist in the old hazardous methods of 
carrying currency, is not estimated. It is certain, however, that it is a 
large item in the cost of crime, and that this item, at least, is due to 
carelessness. 


Less than 25% of the traveling public protect their traveling funds by 
converting them into travelers cheques. 75% of the enormous amount of 
money spent in travel is thus left open to loss and theft. 


The winter travel season is opening. Traffic by automobiles to the 
Southern states surpasses even rail fares. By whatever means the public 
travels special care should be given in securing safe traveling funds, be- 
fore starting on a journey anywhere. This is the Banks’ most timely 
suggestion to its traveler patrons. 


American Express Travelers Cheques have been protecting the funds 
of travelers for more than thirty-three years. Over 500,000 individual 
users, to the extent of $120,000,000, last year. Where bona fide losses 
occurred, the amount was promptly refunded, thus impressing upon 
users that the cost—75c per $100 was indeed a very moderate priced 
insurance. 


In addition to the money security, American Express Travelers Cheques 
offer a most helpful personal Service to travelers everywhere in the 
world. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


ODD DP DE DD SOD SP DO DI? DO OO ADO GO DO DBO SPO GO <POSO SO 


When writing to advertisers please mention the American Bankers Association Journal 
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GENERAL MOTORS 


ACCEPTANCE CORPORATION 
NEW YORK CITY 


August 30, 1924 


Surplus Undivided Profits . 


Total Resources 


DIRECTORS 
CURTIS C. COOPER, President 
ALBERT L. DEANE, Vice President 


IRENEE pu PONT, President, E. I. du 
Pont de Nemours @ Co.; and, Director 
General Motors Corporation, 


LAMMOT pu PONT, Vice President, E. 
I. du Pont de Nemours & Co.; and, Di- 
rector General Motors Corporation, 


PIERRE S. pu PONT, Chairman, E. I. 
du Pont de Nemours & Co.; and, Gen- 
eral Motors Corporation. 


O. H. P. LA FARGE, General Motors 
Corporation. 


JOHN J. RASKOB, Chairman Finance 
Committee, General Motors Corporation; 
and, Director E. I. du Pont de Nemours 
SO. 


JOHN J. SCHUMANN, JR., 
Vice President 


DONALDM. SPAIDAL, Vice President 


ALFRED H. SWAYNE, Vice President 
and Director, General Motors Corpora- 


tion, 


OFFICERS 
ALFRED H. SWAYNE, Chairman 
CURTIS C. COOPER, President 


JOHN J. SCHUMANN, JR., 
Vice President 


ALBERT L. DEANE, Vice President 
DONALDM.SPAIDAL, Vice President 
JAMES H. McMAHON, Vice President 
REUNE MARTIN, Treasurer 


GEO. H. BARTHOLOMEW, 
Secretary 


LIVINGSTON L. SHORT, Counsel 
F. STANLEY PARSON, Auditor 


JOSEPH L. MYERS 
General Manager, Financial 
Sales Department, 


Keeping Track 


(Continued from page 322) 


Allowed $20,000,000 for 
Pacific Circulation 


HE first estimate prepared by the Treas- 

ury of the amount of gold in the United 
States was issued in 1873 when Dr. Henry 
R. Linderman, after a survey, announced 
that the nation had a gold stock of $135,000,- 
000. This seems surprisingly small, but it 
must be recalled that the country was on a 
paper basis before specie payment had been 
resummed and the gold holdings were meager. 
Dr. Linderman, in framing his estimate, 


convenient 
suitable maturities. 


ATLANTA 
BOSTON 
BUFFALO 
CHICAGO 
CINCINNATI 
CLEVELAND 
DALLAS 
LONDON, ENG. 


-45448,691 
. $87,365,344 


The obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 


denominations and 


Address Financial Sales Depart- 
ment at any office. 


ExecuTivé OFFICES 


224 57TH STREET, NEw YorK 


BRANCHES 
DAYTON 
DENVER 
DETROIT 
KANSAS CITY 
LOS ANGELES ST. LOUIS 
MINNEAPOLIS SAN FRANCISCO 
WASHINGTON, D.C. 
TORONTO, CANADA 


NEW YORK 
PHILADELPHIA 
PITTSBURGH 
PORTLAND, ORE. 


added to the amount of gold in the Treasury 
and in the national banks by allowing $20,- 
000,000 for the gold in circulation on the 
Pacific Coast and $10,000,000 for the hold- 
ings of the people in other parts of the 
country. 

Since the start was made, the coinage of 
the mints, the imports and exports of Amer- 
ican coin and the allowance for industrial 
consumption has been regularly added, but 
it was discovered that certain errors had 
crept into the work. There has never been 
any import duty on gold bullion or coin so 
the customs officials have not verified the 
declarations with meticulous care. When a 
shipment of gold bullion or foreign coin was 
accidentally entered by the customs service 


as United States coin, it was marked up in 
statistics as an addition to the stock, but the 
same gold would be shipped to the mint and 
coined into American money and added to 
the stock again. For the mint makes a prac- 
tice of melting foreign gold coins when they 
are received in the United States. Duplica- 
tions, due to this slip in entry, were found to 
have enlarged the stock by $30,000,000. 

After studying the proportions of gold 
used in the industries and in the arts, the 
Director was satisfied that too small an 
allowance had been made, so the previous 
estimates were raised by $25,000,000. 

One of the admittedly unknown quantities 
is the amount of gold coin that travelers 
carry out of the country. It had been as- 
sumed that the travelers would bring back 
as much gold as they took out, but, after 
inquiries were addressed to consuls in all 
parts of the world, the Director concluded 
that a tidy sum annually was melted down 
abroad and lost to circulation. It was esti- 
mated that the stock had been diminished by 
$20,000,000 from 1873 to 1907. 


Gold Coin in Canada 


N the case of Canada, it was recognized 

that some adjustment should be made. 
For the period under review, the customs 
house records showed that Canada had sent 
in $15,115,689 more gold than she had drawn 
from the United States. But it was obvious 
that the tide was in the other direction for 
the stock of American gold coin in the 
Dominion treasury and in the chartered 
banks had increased from $5,000,000 to $43,- 
914,154. Further, Canada during all these 
years had no gold coinage of her own and 
held United States gold coin as a legel re- 
serve against its bank notes. To correct 
this error, an allowance of $25,000,000 was 
made. 

Arriving at a total of $135,000,000 of de- 
ductions, the bureau placed the estimate of 
coin in banks and in circulation for June 
30, 1906, at $225,793,384 and calculated that 
the national holdings of coin and bullion in 
the mints was $1,484,845,280. “In no other 
country of the world can so large a per- 
centage of the estimated stock of standard 
money be definitely located,’ Mr. Roberts 
concluded. 

Since that date the Bureau has endeav- 
ored to keep the most vigilant eye on the 
stocks of coin and gold. Monthly the Treas- 
ury has reported the amount of money in 
circulation. Here again the matter of esti- 
mates enters into the picture, for, while 
the census is taken only once in every ten 
years, it is necessary to estimate the total 
population of the United States monthly to 
determine the per capita circulation of cur- 
rency and gold. On Sept. 1, the Treasury 
announced that there was $401,794,342 gold 
in circulation—or $3.56 per capita—out of 
a gold stock of $4,531,150,497. 

With Germany preparing to open a gold 
bank and other nations veering toward the 
gold standard, the currents of the gold move- 
ment, which have been so changed from their 
old courses, may swing back toward their 
former directions with the restoration of 
a free market. The precious metal in hid- 
ing may come out with the dawn of more 
stable conditions. 
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Working Force 
(Continued from page 340) 
Committee on Canadian Relations 


David R. Forgan, president, National 
City Bank of Chicago, Chicago, Ill., Chair- 
man. 

Frank W. Blair, President, Union Trust 
Company, Detroit, Mich. 

E. C. McDougal, president, Marine Trust 
Company, Buffalo, N. Y. 


W. D. Vincent, president, Old National | 


Bank, Spokane, Wash. 


Daniel G. Wing, president, First National | 


Bank, Boston, Mass. 


Committee on Federal Legislation 


Max B. Nahm, vice-president, Citizens 
National Bank, Bowling Green, Ky., Chair- 
man. 

Heyward E. Boyce, president, Drovers & 
Mechanics National Bank, Baltimore, Md. 

Charles S. Castle, president, 
Trust & Savings Bank, Chicago, II. 

J. E. Garm, vice-president, Joplin National 
Bank, Joplin, Mo. 

P. D. Houston, president, American Na- 
tional Bank, Nashville, Tenn. 

F. M. Law, vice-president, First National 
Bank, Houston, Tex. 

Ex-Officio: 

Chairman, Federal Legislation, National 
Bank Division—Harry J. Haas, vice-presi- 
dent, First National Bank,. Philadelphia, Pa. 

Chairman, Federal Legislation, Savings 
Bank Division—E. B. Coll, president, Farm- 
ers Deposit Savings Bank, Pittsburgh, Pa. 

Chairman, Federal Legislation, State 
Bank Division—C. S. McCain, vice-presi- 
dent, Bankers Trust Company, Little Rock, 
Ark. 

Chairman, Federal Legislation, Trust 
Company Division—H. M. Campbell, chair- 
man of board, Union Trust Co., Detroit, 
Mich. 


Federal Legislative Council 


Max B. Nahm, vice-president, Citizens 


National Bank, Bowling Green, Ky., Chair- | 


man, 
State Chairmen, Federal Legislative Coun- 
cil, are as follows: 


Alabama—B. W. Pruet, president, Annis- | 


ton National Bank, Anniston. 

Arizona—Gordon H. Sawyer, vice-presi- 
dent, Southern Arizona Bank & Trust Co., 
Tucson. 


Arkansas—Stuart Wilson, vice-president, 


State National Bank, Texarkana. 
California—W. S. Clayton, 
First National Bank, San Jose. 
Colorado—Clark G. Mitchell, vice-presi- 
dent, Denver National Bank, Denver. 
Connecticut—Charles E. Hoyt, secretary 
and treasurer, South Norwalk Trust Co., 
South Norwalk. 
Delaware—George H. Hall, 
Milford Trust Co., Milford. 
District of Columbia—Joshua Evans, Jr., 
vice-president, Riggs National Bank, Wash- 
ington. 
Florida—Charles A. Faircloth, president, 
National City Bank, Tampa. 
Georgia—Hugh H. Saxon, vice-president, 
Georgia Railroad Bank, Augusta. 
Idaho—E. G. Bennett, vice-president, An- 
derson Bros. Bank, Idaho Falls. 
Illinois—Charles S. Castle, 


president, 


president, 


president, 


Standard 
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Anpivenary” 
Cmise de Lux 


Mediterranean 


(Limited to 400 Guests—Less than Half Capacity) 
By Magnificent New 


Cunard S. S. “SCYTHIA” 


(Built 1921) Oil-Burner, 20,000 Tons, 


Sailing Jan. 29, 


1925—-66 Days 


This Cruise, celebrating our Golden Jubilee, we plan to 
feature above all other Cruises, even surpassing our pre- 
vious successful Cruises by the same steamer. 


Egypt—Palestine 


Madeira, Spain, Gibraltar, Algiers, Tunis, 
Constantinople, Greece, Italy, Sicily, Riviera, 
Monte Carlo, France, England 


The “Scythia” 


lounges, veranda cafés, 2 


is a veritable floating palace, with spacious decks, 
elevators, gymnasium, 


commodious 


staterooms with running water and large wardrobes; bedrooms 


and suites with private baths. 
service. 


The famous Cunard cuisine and 
(Only one sitting for meals.) 


Stop-over privilege i in Europe without extra cost, 


returning via S. S. “Aquitania,” “ 


uretania,” 


or any Cunard Line steamer. 


Rates, deck plans, itinerary and full information on request. 
Prompt reservation advisable. 


ALSO EUROPEAN 


TOURS 


FRANK TOURIST CO. 


(Established 1875) 
542 Fifth Avenue, New York 


219 So. 15th St., Philadelphia. 582 Market St., San Francisce 


At Bank of ‘America, 752 
Caire 


Paris 


Standard Trust & Savings Bank, Chicago. 

Indiana—Marcus I. Sonntag, president, 
American Trust & Savings Bank, Evansville. 

Iowa—J. H. McCord, president, Citizens 
National Bank, Spencer. 

Kansas—J. R. Burrow, president, Central 
National Bank, Topeka. 

Kentucky—Max B. Nahm, vice-president, 
Citizens National Bank, Bowling Green. 

Louisiana—Ben Johnson, president, Com- 
mercial National Bank, Shreveport. 

Maine—H. F. Libby, cashier, 
National Bank, Pittsfield. 

Maryland—Heyward E. Boyce, vice-presi- 
dent, Drovers & Mechanics National Bank, 
Baltimore. 

Massachusetts—Warren M. King, presi- 


Pittsfield 


So. Broadway, Los Angeles 


Londen 


dent, Northampton National Bank, North- 
ampton. 

Michigan—Charles A. Bender, vice-presi- 
dent, Grand Rapids National Bank, Grand 
Rapids. 

Minnesota—E. L. Thornton, president, Na- 
tional Exchange Bank, St. Paul. 

Mississippi—A. L. Jagoe, vice-president, 
First National Bank, Gulfport. 

Missouri—J. E. Garm, vice-president, Jop- 
lin National Bank, Joplin. 

Montana—F. T. Sterling, president, West- 
ern Montana National Bank, Missoula. 

Nebraska—George H. Gutru, president, 
Newman Grove State Bank, Newman Grove. 

Nevada—W. H. Bridges, vice-president, 
Farmers Bank of Carson Valley, Minden. 
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Best Tractor Paper 


Is a Sound Investment 


“W/E have never yet had occasion to 
repossess any Best Tractor that we have 
sold during 4 years,” writesa Best dealer, 


“and our bank has highly complimented 


us on the class of paper that we have 


discounted.” 


Best Tractors—‘“Sixties” and “Thirties” — 
make money for their owners and have high 
resale value—they are built to last. 


C. L. BEST TRACTOR CO. 


General Offices — Factory 
San Leandro, California 


Factory Branch—Warehouse 
St. Louis, Missouri 


SALES OFFICES 


San Francisco—127 Montgomery St. 
76-1124 


New York City— 50 Broad St. 


BEST TRACTORS 


New Hampshire—Burns Hodgman, presi- 
dent, First National Bank, Concord. 

New Jersey—Charles H. Laird, Jr., vice- 
president, West Jersey Trust Co., Camden. 

New Mexico—T. H. Rixey, president, 
State Bank of Commerce, Clayton. 

New York—Henry F. Marks, vice-presi- 
dent, National Bank of Rochester, Rochester. 

North Carolina—W. A. Hunt, vice-presi- 
dent and cashier, Citizens Bank & Trust Co., 
Henderson. 

North Dakota—J. R. Carley, vice-presi- 
dent, First National Bank, Grand Forks. 

Ohio—F. S. Stever, cashier, Merchants 
National Bank, Defiance. 

Oklahoma—G. E. Dowis, cashier, First 
National Bank, Blackwell. 


Oregon—C. C. Colt, vice-president, First 
National Bank, Portland. 

Pennsylvania—E. P. Passmore, president, 
Bank of North America & Trust Co., Phil- 
adelphia. 

Rhode Island—Florrimon W. Howe, vice- 
president, Industrial Trust Co., Providence. 

South Carolina—H. W. Fraser, president, 
Peoples Bank, Georgetown. 

South Dakota—D. M. Finnegan, presi- 
dent, First National Bank, Yankton. 

Tennessee—P. D. Houston, president, 
American National Bank, Nashville. 

Texas—F. M. Law, vice-president, First 
National Bank, Houston. 

Utah—Charles H. Barton, president, Na- 
tional Bank of Commerce, Ogden. 
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Vermont, Levi H. Bixby, cashier, Monit- 
pelier National Bank, Montpelier. 

Virginia—R. S. Cohoon, president, 
tional Bank of Commerce, Norfolk. 

Washington—D. H. Moss, vice-president, 
First National Bank, Seattle. 

West Virginia—O. J. Fleming, vice-pr: si- 
dent and cashier, First National Bank, Graf- 
ton. 

Wisconsin—E. R. Estberg, president, 
Waukesha National Bank, Waukesha. 

Wyoming—John T. McDonald, vice-presi- 
dent, Cheyenne State Bank, Cheyenne. 


Committee on Membership 


H. Y. Lemon, vice-president, Commerce 
Trust Co., Kansas City, Mo., Chairman. 

F. J. Belcher, Jr., president, First National 
Bank, San Diego, Cal. 

C. H. Bender, vice-president, Grand Rap- 
ids National Bank, Grand Rapids, Mich. 

C. A. Faircloth, president, National City 
Bank, Tampa, Fla. 

George H. Gutru, president, Newman 
Grove State Bank, Newman Grove, Nebr. 

Ben Johnson, president, Commercial Na- 
tional Bank, Shreveport, La. 

J. U. Lademan, vice-president, Second 
Ward Savings Bank, Milwaukee, Wis. 

C. Howard Marfield, vice-president and 
cashier, Seaboard National Bank, New York, 
N. Y. 

Clark G. Mitchell, vice-president, Denver 
National Bank, Denver, Colo. 

J. C. Utterback, president, City National 
Bank, Paducah, Ky. 

Wirt Wright, president, National Stock 
Yards National Bank, National Stock Yards, 
Ill. 

H. Lane Young, vice-president, Citizens 
& Southern Bank, Atlanta, Ga. 


Committee on Non-Cash Items 


J. W. Barton, vice-president, Metropolitan 
National Bank, Minneapolis, Minn., Chair- 
man. 

C. L. Brokaw, president, Commercial Na- 
tional Bank, Kansas City, Kan. 

D. M. Finnegan, president, First National 
Bank, Yankton, S. D. 

Robert F. Maddox, chairman of board, 
Atlanta & Lowry National Bank, Atlanta, 
Ga. 

James Ringold, president, United States 
National Bank, Denver, Colo. 

S. G. H. Turner, president, Second Na- 
tional Bank, Elmira, N. Y. 

William C. White, president, Merchants 
& Illinois National Bank, Peoria, Ill. 


Committee on State Legislation 


W. D. Longyear, vice-president, Security 
Trust & Savings Bank, Los Angeles, Cal., 
Chairman. 

M. Plin Beebe, president, Bank of Ipswich, 
Ipswich, S. D. 

Edward S. Bice, vice-president, First Na- 
tional Bank, Marquette, Mich. 

John A. Cathcart, vice-president, First 
National Bank, Sidell, Ill. 

M. R. Denver, president, Clinton County 
National Bank, Wilmington, Ohio. 

D. N. Fink, president, Commercial Na- 
tional Bank, Muskogee, Okla. 

Edward J. Fox, president, Easton Trust 
Company, Easton, Pa. 

Rufus Keisler, Jr., vice-president, Iron- 
bound Trust Co., Newark, N. J. 
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&. H. Miller, president, American Trust 
Co., South Bend, Ind. 

E. W. Miller, president, Commercial Na- 
tional Bank, Waterloo, Iowa. 

B. W. Pruet, president, Anniston National 
Bank, Anniston, Ala. 

Moorhead Wright, president, Union & 
Mercantile Trust Co., Little Rock, Ark. 

Ex-Officio : 

Chairman, State Legislation, National 
Bank Division—J. W. Barton, vice-president, 
Metropolitan National Bank, Minneapolis, 
Minn. 

Chairman, State Legislation, Savings Bank 
Division—Thomas F. Wallace, treasurer, 
Farmers & Mechanics Savings Bank, Min- 
neapolis, Minn. 

Chairman, State Legislation, State Bank 
Division—C. B. Hazlewood, vice-president, 
Union Trust Co., Chicago, Ill. 

Chairman, State Legislation, Trust Com- 
pany Division—H. C. Robinson, vice-presi- 
dent, Guardian Savings & Trust Co., Cleve- 
land, Ohio. 


State Legislative Council 


W. D. Longyear, vice-president, Security 
Trust & Savings Bank, Los Angeles, Cal., 
Chairman. 

State Chairmen of State Legislative Coun- 
cil are as follows: 

Alabama—B. W. Pruet, president, Annis- 
ton National Bank, Anniston. 

Arizona—Gordon H. Sawyer, vice-presi- 
dent, Southern Bank & Trust Co., Tucson. 

Arkansas—Moorhead Wright, president, 
Union Trust Co., Little Rock. 

California—W. D. Longyear, vice-presi- 
dent, Security Trust & Savings Bank, Los 
Angeles. 

Colorado—H. B. Mendenhall, cashier, 
Rocky Ford National Bank, Rocky Ford. 

Connecticut—Charles E. Hoyt, secretary- 
treasurer, South Norwalk Trust Co., South 
Norwalk. 

Delaware—George H. Hall, president, Mil- 
ford Trust Co., Milford. 

District of Columbia—Joshua Evans, Jr., 
vice-president, Riggs National Bank, Wash- 
ington. 

Florida—J. H. Scales, 
Perry Banking Co., Perry. 

Georgia—H. Lane Young, vice-president, 
Citizens & Southern Bank, Atlanta. 

Idaho—E. G. Bennett, vice-president, An- 
derson Bros. Bank, Idaho Falls. 

Illinois—John A. Cathcart, vice-president, 
First National Bank, Sidell. 

Indiana—E. H. Miller, president, Ameri- 
can Trust Co., South Bend. 

Iowa—E. W. Miller, president, Commer- 
cial National Bank, Waterloo. 

Kansas—Will Wayman, president, 
poria State Bank, Emporia. 

Kentucky—Max B. Nahm, vice-president, 
Citizens National Bank, Bowling Green. 

Louisiana—Ben Johnson, president, Com- 
mercial National Bank, Shreveport. 

Maine—H. F. Libby, cashier, Pittsfield 
National Bank, Pittsfield. 

Maryland—Heyward E. Boyce, president, 
Drovers & Mechanics National Bank, Bal- 
timore. 

Massachusetts—F. W. Denio, vice-presi- 
dent, Old Colony Trust Co., Boston. 

Michigan—Edward S. Bice, vice-president, 
First National Bank, Marquette. 

Minnesota—J. J. Ponsford, president, State 
Bank of Watertown, Watertown. 


vice-president, 


Em- 


potatoes are eaten. 


marketed far and wide. 


Great Lakes Region. 


DETROIT 


4 


Mississippi — George Williamson, vice- 
president, First National Bank, Vicksburg. 
Missouri—E. N. Van Horne, cashier, 
American National Bank, St. Joseph. 
Montana—F. T. Sterling, president, West- 
ern Montana National Bank, Missoula. 
Nebraska—J. R. Cain, Jr., vice-president, 
Peters National Bank, Omaha. 
Nevada—W. H. Bridges, vice-president, 
Farmers Bank of Carson Valley, Minden. 
New Hampshire—Burns P. Hodgman, 
president, First National Bank, Concord. 
New Jersey—Rufus Keisler, Jr., vice- 
president, Ironbound Trust Co., Newark. 
New Mexico—T. H. Rixey, president, 
State Bank of Commerce, Clayton. 
New York—Jacob H. Herzog, vice-presi- 


POTATOES 


OR the growing of good, old Irish Potatoes, 
Michigan has always had a reputation. 
Three times a day ina million homes, Michigan 


Michigan has this year grown 33,110,000 bush- 
els of potatoes, worth $20,000,000. 


This Bank is an important link in the growing 


and marketing of potatoes. 
facilities for serving those having business in the 


FIRST NATIONAL BANK 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 
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They are 


It offers unequalled 


MICHIGAN 


dent, National Commercial Bank & Trust 
Co., Albany. 
North Carolina—Albert G. Myers, presi- 
dent, Citizens National Bank, Gastonia. 
North Dakota—J. R. Carley, vice-presi- 
dent, First National Bank, Grand Forks. 
Ohio—M. R. Denver, president, Clinton 
County National Bank, Wilmington. 
Oklahoma—D. N. Fink, president, Com- 
mercial National Bank, Muskogee. 
Oregon—C. C. Colt, vice-president, First 
National Bank, Portland. 
Pennsylvania—Edward J. Fox, president, 
Easton Trust Co., Easton. 
Rhode Island—Florrimon W. Howe, vice- 
president, Industrial Trust Co., Providence. 
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Guaranty Trust Company 
of New York 


NEW YORK LONDON 


LIVERPOOL 


HAVRE 


PARIS BRUSSELS 


ANTWERP 


Condensed Statement, September 29, 1924 


RESOURCES 


Cash on Hand, in Federal Reserve 
Bank and Due from Banks and 


Bankers 


U. S. Government Bonds and Certifi- 


Public Securities 
Other Securities 
Loans and Bills Purchased 


Real Estate Bonds and Mortgages... . 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances... . 


Real Estate 


$1 32,812,166.21 


45,472,596.52 
27,991,122.41 
22,857,340.63 
390,437,574.75 
1,724,260.00 
4,644,346.88 
26,353,287.09 
8,288,458.41 


Accrued Interest and Accounts Receiv- 


8,359,793.53 
$668,940,946.43 


LIABILITIES 


Accrued Dividend 


$43,987,957.83 
742,000.00 


Accrued Interest, Reserve for Taxes, 


etc. . 
Acceptances 


Outstanding Treasurer’s Checks 


6,320,544.09 
26,353,287.09 
16,715,644.14 
574,821,513.28 


$668,940,946.43 


South Carolina—H. W. Fraser, president, 
Peoples Bank, Georgetown. 

South Dakota—M. Plin Beebe, president, 
Bank of Ipswich, Ipswich. 

Tennessee—S. T. Jones, president, Bank 
of Sweetwater, Sweetwater. 

Texas—W. W. Woodson, president, First 
National Bank, Waco. 

Utah—Charles H. Barton, president, Na- 
tional Bank of Commerce, Ogden. 

Vermont—Levi H. Bixby, vice-president, 
Montpelier National Bank, Montpelier. 

Virginia—E. B. Spencer, president, Na- 
tional Exchange Bank, Roanoke. 

Washington—W. T. Triplett, vice-presi- 
dent, Spokane & Eastern Trust Co., Spo- 
kane. 


West Virginia—O. J. Fleming, vice-presi- 
dent and cashier, First National Bank, Graf- 
ton. 

Wisconsin—J. U. Lademan, vice-president, 
Second Ward Savings Bank, Milwaukee. 

Wyoming—John T. McDonald, vice-presi- 
dent, Cheyenne State Bank, Cheyenne. 


Committee on State Taxation 


Thornton Cooke, president, Columbia Na- 
tional Bank, Kansas City, Mo., Chairman. 

C. J. Kirschner, vice-president, Markle 
Banking & Trust Co., Hazleton, Pa. 

J. W. Spalding, vice-president and cash- 
ier, North Avenue Bank, New Rochelle, 
N. Y. 


F. D. Stalnaker, president, Indiana Na- 
tional Bank, Indianapolis, Ind. 

D. S. Wolfinger, president, City Guar- 
anty Bank, Hobart, Okla. 


Economic Policy Commission 


Evans Woollen, president, Fletcher Say- 
ings & Trust Co., Indianapolis, Ind., Chair- 
man. 

Nathan Adams, president, American Ex- 
change National Bank, Dallas, Tex. 

Leonard P. Ayres, vice-president, Cleve- 
land Trust Co., Cleveland, Ohio. 

Craig B. Hazlewood, vice-president, Union 
Trust Company, Chicago, II. 

Walter W. Head, president, Omaha Na- 
tional Bank, Omaha, Neb. 

R. S. Hecht, president, Hibernia Bank & 
Trust Co., New Orleans, La. 

Walter Lichtenstein, executive secretary, 
First National Bank, Chicago, Ill. (Secre- 
tary to the Commission.) 

George E. Roberts, vice-president, Na- 
tional City Bank, New York, N. Y. 

H. M. Robinson, president, First National 
Bank, Los Angeles, Cal. 

W. A. Sadd, president, Chattanooga Sav- 
ings Bank, Chattanooga, Tenn. 

A. O. Wilson, vice-president, State Na- 
tional Bank, St. Louis, Mo. 

Paul M. Warburg, chairman of board, 
International Acceptance Bank, New York, 
N. Y., Vice-Chairman. 


Fiftieth Anniversary Committee 


Lewis E. Pierson, chairman of board, 
Irving Bank-Columbia Trust Co., New York, 
N. Y., Chairman. 

Lyman J. Gage, Point Loma, Cal. 

Myron T. Herrick, United States Am- 
bassador to France, Paris. 

Charles A. Hinsch, president, Fifth-Third 
National Bank, Cincinnati, Ohio. 

Thomas B. McAdams, vice-president, Mer- 
chants National Bank, Richmond, Va. 

George M. Reynolds, chairman of board, 
Continental & Commercial National Bank, 
Chicago, III. 

E. F. Swinney, president, First National 
Bank, Kansas City, Mo. 


Finance Committee 


Oscar Wells, president, First National 
Bank, Birmingham, Ala., Chairman. 

J. Elwood Cox, president, Commercial 
National Bank, High Point, N. C. 

Clark Hammond, vice-president, Colum- 
bia National Bank, Pittsburgh, Pa. 

T. J. Hartman, president, Producers Na- 
tional Bank, Tulsa, Okla. 

J. H. Herzog, vice-president, National 
Commercial Bank & Trust Co., Albany, 
N. Y. 

J. J. Jamieson, cashier, 
Bank, Shullsburg, Wis. 

H. H. Sanger, vice-president, National 
Bank of Commerce, Detroit, Mich. 

F. T. Sterling, president, Western Mon- 
tana National Bank, Missoula, Mont. 

M. A. Traylor, president, First Trust & 
Savings Bank, Chicago, IIl. 


First National 


Insurance Committee 


W. F. Keyser, secretary Missouri Bank- 
ers Association, Sedalia, Mo., Chairman. 

M. A. Graettinger, secretary, Illinois Bank- 
ers Association, Chicago, Il. 

William B. Hughes, secretary, Nebraska 
Bankers Association, Omaha, Neb. 


| 
Capital ........................ $25,000,000.00 
Surplus Fund ................... 15,000,000.00 
Undivided Profits ................  3,987,957.83 
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F. F. Johnson, president, Boise City Na- 
tional Bank, Boise, Idaho. 

Robert McEvilley, vice-president, First 
National Bank, Cincinnati, Ohio. 

Advisory Member: Thomas B. Paton, 
general counsel, 110 East 42nd Street, New 
York, N. Y. 

James E. Baum, 110 East 42nd Street, 
New York, N. Y., Secretary. 


Protective Committee 


This committee is composed of five mem- 
bers, and their names are not made public. 


Public Education Commission 

J. H. Puelicher, president, Marshall & 
Ilsley Bank, Milwaukee, Wis., Chairman. 

C. W. Allendoerfer, vice-president, First 
National Bank, Kansas City, Mo. 

R. S. Hecht, president, Hibernia Bank & 
Trust Co., New Orleans, La. 

Edwin V. Krick, asst. vice-president, Mer- 
cantile Trust Co. of California, San Fran- 
cisco, Cal. 

Harry F. Manor, assistant secretary, Ohio 
Savings Bank & Trust Co., Toledo, Ohio. 

P. R. Williams, cashier, Commercial Na- 
tional Bank, Los Angeles, Cal. 

C. F. Zimmerman, treasurer, Lebanon 
County Trust Co., Lebanon, Pa. 

Richard W. Hill, 110 East 42nd Street, 
New York, N. Y., Secretary. 


Public Relations Commission 

Francis H. Sisson, vice-president, Guar- 
anty Trust Co., New York, N. Y., Chair- 
man, 

M. E. Holderness, vice-president, First 
National Bank, St. Louis, Mo., Vice Chair- 
man. 

Charles Cason, vice-president, Chemical 
National Bank, New York, N. Y. 

William G. Edens, vice-president, Central 
Trust Co. of Illinois, Chicago, III. 

Frank L. Hilton, vice-president, Bank of 
the Manhattan Co., New York, N. Y. 

Thomas B. McAdams, vice-president, Mer- 
chants National Bank, Richmond, Va. 

Nathan D. Prince, vice-president, Hart- 
ford-Connecticut Trust Co., Hartford, Conn. 

L. H. Roseberry, vice-president, Security 
Trust & Savings Bank, Los Angeles, Cal. 

George O. Walson, president, Liberty Na- 
tional Bank, Washington, D. C. 

Gurden Edwards, 110 East 42nd Street, 
New York, N. Y., Secretary. 


Special Committee on Taxation 

Oliver C. Fuller, chairman of board, First 
Wisconsin National Bank, Milwaukee, Wis., 
Chairman. 

Howard Bissell, president, Peoples Bank, 
Buffalo, N. Y. 

Charles P. Blinn, Jr., vice-president, 
Philadelphia National Bank, Philadelphia, 
Pa. 

Edgar L. Mattson, vice-president, Midland 
National Bank, Minneapolis, Minn. 

Elmer A. Onthank, president, Safety Fund 
National Bank, Fitchburg, Mass. 

Rome C. Stephenson, vice-president, St. 
Joseph County Savings Bank, South Bend, 
Ind. 

William C. White, president, Merchants & 
Illinois National Bank, Peoria, III. 


Members of Executive Council for One 
Year Appointed by President 
John W. B. Brand, treasurer, Springfield 
Institution for Savings, Springfield, Mass. 


OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. It is 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


THE NATIONAL 


SHAWMUT BANK 


40 Water Street, Boston 


THE oldest and largest 

commercial bank in 
Buffalo is waiting to serve 
you. 


MARINE TRUST COMPANY 


of BUFFALO 


Capital and Surplus $20,000,000.00 


ELLIOTT C. McDOUGAL 


President 


NEMO IN PATRIA SUA PROPHETA EST 
NADIE ES ALCALDE EN SU PUEBLO 


So run the old Latin and Spanish sayings meaning that our abilities 
are never fully recognized in our own country. Like all proverbs 
there is one general exception which proves the accepted rule, and 
that is the Banking Business, where intimate knowledge of the people 
and country is a prerequisite to success. 

The secret of our successful handling of collections is the fact that 
we know drawees intimately and are therefore in a unique position 
to safeguard your interests. 


BANCO DE PONCE 


PONCE, PORTO RICO 


44 Wy 
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Your Obligation 


To Your Depositor 


When your customer consti- 
tutes you his agent in the col- 
lection of his checks and drafts, 
your mutual interests demand 
that you make use of the best 
and cheapest facilities available. 


The best, as well as the least 
expensive in this connection, is 
not a mere matter of opinion. 


Our 24-hour Transit Depart- 
ment precludes the loss of time 
in converting collections into 
cash. 


We receive all items at par and 
make no charge for telegraphic 
transfers. 


PHILADELPHIA 
NATIONA L 


BANK 


Capital, Surplus, and Undivided Profits $16,800,000 
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Fred W. Ellsworth, vice-president, Hi- 
bernia Bank & Trust Co., New Orleans, La. 

H. Y. Lemon, vice-president, Commerce 
Trust Co., Kansas City, Mo. 

B. F. Saul, vice-president, American Se- 
curity & Trust Co., Washington, D. C. 

Rome C. Stephenson, vice-president, St. 
Joseph County Savings Bank, South Bend, 
Ind. 


Vice-Presidents for Territories 


Alaska—J. J. Hamlyn, president, Miners 
& Merchants Bank, Nome. 

Canal Zone—H. L. Benson, manager, 
American Foreign Banking Corp., Cristobal. 

Hawaii—A. Lewis, Jr., president, Pacific 
Trust Co., Honolulu. 

Philippine Islands—J. E. Delaney, vice- 
president, Bank of Philippine Islands, Ma- 
nila. 

Porto Rico—D. Menserrat, president, 
Banco Popular de Economias y Prestamos, 
San Juan. 


Vice-Presidents for Foreign Countries 


Bolivia—H. S. Denniston, general man- 
ager, Denniston & Co., La Paz. 

Canada—Sir John Aird, president, Cana- 
dian Bank of Commerce, Toronto. 

China—F. J. Raven, president, American 
Oriental Banking Corp., Shanghai. 

Cuba—H. G. Hesler, president, Trust 
Company of Cuba, Havana. 

Guatemala—B. Soto, manager, Banco 
Columbiano, Guatemala. 

Isle of Pines—Robert Irwin Wall, presi- 
dent, National Bank & Trust Co., Nueva 
Gerona. 

Mexico—Jose A. Signoret, president, 
Banco Nacional de Mexico, Mexico City. 

Panama—J. A. Arango, manager, Banco 
Nacional de Panama, Panama. 

Venezuela—C. Vicentini, manager, Royal 
Bank of Canada, Cuidad Bolivar. 


Books for Bankers 


THE APPRAISAL OF REAL ESTATE. 
Frederick M. Babcock. The Macmillan 
Company, New York. 370 pages. 

The author discusses the economic founda- 
tion of ‘real estate values; the elements of 
real estate value; appraisal procedure and 
methods; income as an evidence of value, 
and the computation of net income; the ap- 
praisal of income property, of residential 
property, of farm property, and of lease 
equities; depreciation and obsolescence; and 
comparative value analysis. Working tables 
and formulas are also given. 


A CENTURY OF BANKING PROG- 
RESS. William O. Scroggs, Ph.D. 
Doubleday, Page & Company, New York. 
333 pages. 

“During the past few hundred years the 
banking system of the United States has 
passed through many different phases, and 
it is still in process of evolution, like all 
other living institutions. The story of these 
changes has been frequently told and in vari- 
ous ways, but,” says the author, “it has 
never been presented in the form of a con- 
tinuous, non-technical narrative covering the 
whole period of American banking. It is to 
supply such a deficiency that this book has 
been prepared.” 
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Will-Less Estates 


(Continued from page 332) 


essential element is present, and the trust 
created at the time the account is opened 
continues as such during the lifetime of the 
depositor, unless sooner revoked by him. 


HILE technically this form of account 

belongs in the trust department, as a 
practical proposition, the records are kept 
and the accounting is done in the regular 
savings department. All deposits and with- 
drawals are made at the regular savings 
windows. Not until the trust terminates 
by the death of the depositor is the bank 
called upon to do more than it has to do 
under the ordinary savings account. Upon 
such termination the bank merely notifies 
the beneficiary, and upon proper identification 
and after securing the consent of the inheri- 
tance tax authorities transfers the funds. 

The problem of identification is not a se- 
rious one, as full information relative to the 
beneficiary is gained from the depositor at 
the time the account is opened. Usually the 
depositor names a beneficiary, who is to 
receive the funds on deposit at his death, if 
such beneficiary is living at that time; and 
another is named, who is to take it if the 
first named beneficiary dies before the de- 
positor. Before making payment to a sub- 
stitute beneficiary, the bank requires satis- 
factory proof of the death of the original 
one. Should the bank be unable to locate 
any beneficiary, it may continue to hold the 
deposit in trust for such missing one. Since, 
in fact, the trust fund savings account is 
but a simple form of voluntary trust, the 
bank follows the same procedure and ex- 
ercises the same precautions that it does 
when distributing trust property generally. 
In the great majority of cases, the bank is 
put to no expense or trouble to distribute 
the funds. Even in the rare instances where 
complications arise, the time and expense in- 
volved are not likely to be so great that 
the profit which the bank has made from 
having had the account will be turned into 
a loss. 

It may seem to many in trust work that 
the trust fund savings account is in direct 
competition with the trust department, inas- 
much as it does away with the necessity of 
making a will as regards money in the ac- 
count, thereby causing a loss to the trust 
department of the fees it would receive as 
executor. Such a belief is erroneous, be- 
cause it is predicated on the supposition that 
every depositor will make a will and, in that 
will, name the bank or trust company as 
executor. It is a well known fact, however, 
that the vast majority of those with small 
estates die intestate, and court records show 
that of those leaving wills only an insignifi- 
cant few choose a corporate executor. 

Nor does this form of account compete 
with the trust department in the matter of 
voluntary trust. Our experience has been 
that the average amount on deposit in these 
accounts does not justify the listing of the 
depositor as a living trust prospect. True, 
in some instances, a large sum is on de- 
posit, and in such cases the welfare of the 
bank as a whole must be considered. It 
would not seem to be good business to ef- 
fect a transfer of funds from the savings 
department to the trust department unless 
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Forgery-Proof Sentinel 
The First and Only Forgery Prevention 


Fast displacing all other forms of check protection. 


A me- 


chanical countersignature machine and check writer combined. 
Correspondent banks are notified to honor only drafts bearing 


this 


validating mechanical countersignature, for example:— 


CORNY 


Equipped with lock and key, preventing unauthorized use. 


Writes in both words and figures. 
provide everlasting and uninterrupted service. 


Replaceable type characters 
Forgery Bond. 
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HALL-WELTER COMPANY, 


Inc. 
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ANNOUNCING A NEW SERVICE TO BANKS 


THE CAMBRIDGE BUREAU OF COMMERCIAL RESEARCH 
OF CAMBRIDGE, MASSACHUSETTS, offers a new service to 
banks. It will prepare a periodical bank letter for a banking 
house, especially designed to meet the requirements of the 
bank’s particular community. Copy and figures handled by 


highly trained experts. 


The bureau may also be retained for the purpose of statistical 
surveys and commercial analyses. 


BANK SERVICE DIVISION 


Address— 


CAMBRIDGE BUREAU OF COMMERCIAL RESEARCH 


CAMBRIDGE, MASSACHUSETTS 


the profits to be made in the trust depart- 
ment will be greater than the profits actually 
being made on the deposit in the savings 
department. On the other hand, every trust 
fund savings depositor is a potential pros- 
pect for trust service. He has already ex- 
pressed his belief in the protective features 
of that service, and it remains solely for 
the bank to decide when the deposit has at- 
tained such proportions that it would be 
advantageous to effect a transfer of the 
funds from one department to the other. 


Not Suited to All 


HE trust fund savings account is not 
adapted to meet the needs of every de- 
positor. For instance, it does not contem- 
plate the creation of a trust to continue 
after the death of the depositor, nor does 
it contemplate the distribution of the funds 
among a great number of beneficiaries. To 
accomplish these things, the depositor must 
look to the broader service of the trust 
department. 
We have found that much new business 
has come to our trust department as a result 
of inquiries which have been prompted by 


the peculiar appeal of the trust fund ac- 
count. In many cases where an estate con- 
sists principally of real estate or non-liquid 
securities, the individual, in his thoughtful 
planning for the future, will open an ac- 
count of this kind to provide ready funds 
for his beneficiaries during the probating of 
the estate. In such cases, an alert new ac- 
count teller may obtain information which 
may enable the trust department to secure 
the nomination as executor under the will, or 
perhaps obtain a profitable living trust. In 
short, instead of competing, the trust fund 
savings account proves a steady feeder for a 
trust department and, at the same time, sup- 
plements the services of that department. 

From the standpoint of the depositor this 
form of account meets his every need for 
adequate protection, without needless de- 
lay or expense, and without disturbing his 
freedom of access to his funds. From the 
standpoint of the bank, it has profited from 
accounts which have come to it because of 
the protection given. It has encouraged 
the creation and conservation of estates, and 
it has fulfilled its mission by giving the full- 
est measure of service to the backbone of 
every bank—the average depositor. 


Caldwell & Co. 
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MOODY’S 
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for 1924 


EADY for delivery. This stan- 

dard volume contains the latest 
and most authoritative informa- 
tion on all American, Canadian 
and Mexican steam railroads, as 
well as the important European 
and South American systems. Full 
descriptions and ratings of more 
than 4,000 bond and stock issues. 


The other three volumes of 
Moody’s Rating Books for 1924 
are now ready for delivery— 
Industrials, Public Utilities and 
Governments and Municipals. 
Orders should be entered imme- 
diately to ensure prompt ship- 
ment. $80 the set, or $20 a 
volume. 
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The Salt Lake City Regional Trust 
Company Conference 


ELL-ROUNDED treatment of the 

practical phases of trust development 
featured the second annual regional confer- 
ence of trust companies in the Pacific Coast 
and Rocky Mountain sections, held at Salt 
Lake City on Oct. 7 and 8. The conference 
was opened by Frank B. Cook, president of 
the Columbia Trust Company, Salt Lake 
City, Utah, and president of the Trust Com- 
pany Section of the Utah Bankers Associa- 
tion, who extended a warm welcome to the 
delegates. After which, through the medium 
of carefully prepared papers, followed by in- 
structive open forum discussions, the con- 
ferees considered the most advanced meth- 
ods of extending trust service. Particular 
attention was given to the necessity of ac- 
quainting the public with the fiduciary ser- 


vices that trust companies can render, ad- - 


herence to a uniform schedule of charges 
and the adoption of safe methods of ad- 
ministration. 

After hearing a review of the high lights 
at the Trust Company Division session at 
the Chicago convention, presented by Leo S. 
Chandler, vice-president, California Trust 
Company, Los Angeles, Cal., the conference 
plunged into consideration of whether the 
small bank should enter the trust field. 

Data developed by questionnaires by Le- 
roy McWhinney of the United States Na- 
tional Bank of Denver disclosed that the 
problem was essentially a local one, and 
that the possibilities for profitable business 
in the immediate vicinity of a bank should 
be the controlling factor. The public rela- 
tions of trust companies were discussed by 
Henry H. Judson of the Seattle Title Trust 
Company of Seattle, emphasis being laid on 
the point that the trust companies have noth- 
ing to sell but service. 


M. MICHELSON, cashier of the Utah 
¢ Savings & Trust Company, told how 
businesses had been managed for trusts, 
showing how careful supervision and man- 
agement had conserved the assets of widely 
variegated properties for the heirs. Bruce 
H. Grigsby, vice-president, Pacific-Southwest 
Trust & Savings Bank, Los Angeles, dis- 
cussed the particular qualifications that a 
trust officer must have, expressing the opin- 
ion that for the efficient and prompt dispatch 
of trust company business, legal knowledge 
and training was an absolute requisite on the 
part of the trust officer, as well as a pleas- 
ing personality, a thorough knowledge of 
business and unquestioned honesty. Marc 
Ryan of the Bank of Italy, Los Angeles, 
discussed beneficial interests under ex- 
press trusts involving real estate. 

The advisability and legality of holding 
non-legal investments in trust estates was 
presented by R. M. Sims, vice-president, 
Mercantile Trust Company of California, 
of San Francisco, who reviewed the various 
legal decisions covering this question. He 
concluded that, in the absence of definite 
authority in the will or trust agreement to 
continue to hold other than legal invest- 
ments, the safe procedure would be to ask 
the court to construe the instrument and 
have a judicial determination of the powers 
of the trustee. How the new Federal income 


and estate tax law affects trust companies 
was reviewed for the conferees by Seymour 
Wells, a certified public accountant of Salt 
Lake City. 

How the trust fund savings account pro- 
vides a simple and practical way of leay- 
ing funds immediately available to the bene- 
ficiaries without legal delays or needless 
expense was related by J. E. McGuigan 
of the Humboldt Bank, San Francisco. The 
difficulties that banks encounter in carrying 
stock in trust, due to the fact that there 
is no uniformity of practice, were reviewed 
by Lane D. Webber, vice-president, First 
Trust & Savings Bank of San Diego, Cal., 
who described four methods and emphasized 
the need for the establishment of a uniform 
method of procedure for the common bene- 
fit of trust companies. The most practical 
way of carrying stock, he concluded, was 
having the stock issued in the name of a 
nominee of the trust company, again taking 
assignment in blank and following like di- 
rections as to dividends and stock rights. 


Ho” the trust companies have aided 
the insurance companies in preventing 
the dissipation of proceeds of life insurance 
policies through the development of the mod- 
ern life insurance trust was recounted by 
Leslie G. McDouall, assistant trust officer 
of the Fidelity Union Trust Company of 
Newark, N. J. He urged the cooperation 
of trust companies with local underwriters. 

The conference was presided over by L. 
H. Roseberry, vice-president, Security Trust 
and Savings Bank, Los Angeles, Cal., 
who gave an impressive presentation of 
the service that trust companies render 
to their communities. William E. Knox, 
the new President of the American Bankers 
Association, sent a message of greetings, 
voicing the conviction that the regional 
conferences would “tend to maintain and 
elevate the high ethical plane upon which 
the business of trust companies is conducted” 
and pledging the hearty support and coop- 
eration of all agencies of the Association. 
Mr. Knox urged the conferees to aid in 
procuring the enactment of the Uniform Fi- 
duciary Act by the various state legislatures 
holding session this year. 


On Inflation 


The large increase in the volume of out- 
standing bank credit of more than $1,500,- 
000,000 since June, the National City Bank 
of New York states in its monthly bulletin, 
is due in part to gold importations and in 
part to the policy of the Federal Reserve 
banks in increasing their holdings of Gov- 
ernment bonds and paper purchased in the 
market. The effect of the policy of replen- 
ishing earning assets by the purchase of 
commercial bills and Government bonds in 
the open market has been to counteract the 
action of the member banks in devoting their 
gold receipts to paying off their indebtedness. 

“When the Reserve banks began to in- 
crease their purchases in the open market, 
the results were just the same as though 
the member banks, instead of paying their 
debts, had made the gold the basis of sev- 
eral times that amount of credit,” it observed. 
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The Story About Campaign Contributions 


and one of the officers said that the Bankers 

Association at Chicago a few days ago had 
requested that trust companies be requested to 
give one-twentieth of one per cent of their capital 
and national banks one-tenth of one per cent as 
contributions to fight LaFollette in the West.” 

This letter, dated Oct. 11, 1924, written 
by “T. Carolan” from an unrevealed town, 
was sent by Senator LaFollette to the Sen- 
ate Committee on Campaign Funds at Wash- 
ington and caused that committee to spend 
considerable time investigating what looked 
like a “lead.” 

To the thousands of bankers who attended 
the Chicago convention, to the thousands of 
bankers who are familiar with the pur- 
poses and activities of the Association, the 
rumor given in the above letter carries 
its own refutation. 

The American Bankers Association is a 
business organization, whose members are 
institutions, not individuals; the officers of 
these institutions, over 22,000 in number, 
are not of one faith or creed, but may per- 
haps be said truly to represent a cross- 
section of American business men; conse- 
quently if any effort were ever made to 
use the organization for political purposes 
the Association would quickly pass out of 
its existence as a business organization, and 
by reason of political strife be sharply lim- 
ited in its usefulness, not only to American 
banking but to American business, for al- 
ways the organization recognizes that the 
general prosperity is a necessary antecedent 
to banking prosperity. 

It is to be observed at the outset that 
the letter quoted above merely stimulates 
the imagination and is barren of essential 
detail, in that it does not say what was 
done with the alleged proposal, whether it 
was entertained or rejected or laid over for 
consideration at some future convention. 

In response to the desires of the Sena- 
torial Committee for light on this point, F. 
N. Shepherd, Executive Manager of the 
Association, appeared before the committee 
in Washington on Oct. 23 and laid before 
the committee a complete stenotype report 
of all the sessions of the general convention, 
the Executive Council and Division meet- 
ings, with the statement that he had failed 
to find anything of that nature in any part 
of the verbatim report of the convention 
and had not heard of any such proposal. 

As a matter of fact, no one who attended 
the convention or has worked upon its re- 


66] ond at a directors’ meeting last Thursday, 


ported proceedings has found such a state- 
ment as is vaguely related in the letter 
quoted; nor has anything been found that 
could be construed as being the honestly 
mistaken basis of such a supposition. 

Though the inquisition relative to the 
possibility of the American Bankers As- 
sociation having made contributions to a 
campaign fund occupied a considerable por- 
tion of a session of the committee, the 
following excerpt from the official report 
of the Senatorial Committee touches the 
crux, both of the rumor and of the denial. 
Mr. Shepherd was on the stand and Frank 
Walsh, attorney for Senator LaFollette, was 
conducting the inquiry, with Senator Borah 
presiding as chairman of the committee: 

Mr. Walsh: I will say to you in advance, as I 
explained to the Committee, that the reason I 
made the submission was that in this letter that 
came to Senator LaFollette, and which was trans- 
mitted to me, were contained two requests for 
funds from other bankers, and therefore I felt, as 
I explained, that it was a lead that the Committee 
should know. 

Mr. Walsh read a letter apparently writ- 
ten with pen or pencil on note paper as 
follows: 

“IT was at a directors’ meeting last Thursday, 
and one of the officers said that the Bankers’ con- 
vention” — 

(The full text of the letter is given 
above.) 


Mr. Shepherd: What date line is that? 


_ Walsh: The date line is the 11th of Oc- 
tober. 

Mr. Shepherd: What town? 

Mr. Walsh: Unfortunately, the envelope is not 


at hand. 

Mr. Shepherd: You do not know the city? 

Mr. Walsh: I did know the city, and I had the 
envelope before the Committee that day, and I will 
try to find it. I tried to find it now, but un- 
fortunately it may have been thrown away. A 
great many people have been over this. 

Did you hear any remark of that sort made by 
any member of the national Bankers’ Association 
while it was in session? 

Mr. Shepherd: No; I regard that as pure fic- 


tion. 

The substance of the matter as far as 
the American Bankers Association is con- 
cerned is that an unknown person in an 
unknown town, at an unknown meeting of 
unknown directors, who are directing an 
unknown something, writes that somebody 
said something during the convention of the 
American Bankers Association. 

But with even the exact and specific in- 
formation given in the letter, neither the 
American Bankers Association nor the Sena- 
torial Committee has at this writing been 
able to find that such a subject was broached. 


Membership Dues 


|B yee the By-Laws, dues are payable 
in advance on September 1 and the 
Constitution provides that non-payment of 
dues within three months after they are due 
(November 30) shall result in forfeiture of 
membership. A very large percentage of 
the members have paid their dues, but those 
who through oversight or other causes have 
failed to remit are urged to do so promptly, 
and thus avoid unnecessary correspondence 
and delay in completing collections. Such 
cooperation will be appreciated. 

A certificate-draft covering membership 
dues was forwarded to all members on Sep- 
tember 1 together with an insert for the 


membership sign. On the reverse side of 
the certificate-draft the schedule of dues was 
printed, but if the certificate has been mis- 
placed, members are referred to the schedule 
of dues on page 93 of the August, 1924, issue 
of the JouRNAL. 

Seventy per cent of all banking institu- 
tions are members of The American Bankers 
Association and this is the best evidence that 
membership is valued. 

Remittances should be forwarded in New 
York funds direct to the American Ex- 
change National Bank, New York, making 
checks payable to the order of that institu- 
tion, 
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ys ONE who uses the tele- 
phone will be delighted with 
a Whisper-it telephone Mouth- 
piece as a Yuletide gift. It brings 
such luxurious comfort and 
ease in telephoning, in addition 
to making every conversation 
absolutely private. 

The Whisper-it is sanitary. It’s easy 
to keep its highly polished glass 
glistening and sterile. And the 
Whisper-it is so easily applied —just 
screws on in place of the mouthpiece 
already on the telephone. 

Only a dollar each. Money back if 
not satisfied. Give Christmas presents 
guaranteed to please. 
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The Gov. Clinton, Kingston, N. Y. 


How Kingston Got 
Their Hotel 


Do YOU think your town needs more 
modern hotel facilities? Does the financ- 
ing of such an hotel present a problem? 
Then follow the advice and example of 
Kingston, N. Y. 


Kingston, too, had problems. $300,000 
was needed. One week’s effort by Hock- 
enbury specialists resulted in the local 
sale of $315,500 in hotel securities! 


If the hotel facilities of your town are 
inadequate or no longer modern, ask us to 
place your name and the names of others 
interested on our complimentary Bankers 
list, ‘‘B-11,’’ to receive each month a 
copy of THD HOTEL FINANCIALIST 
a journal devoted to the subject of com- 
munity hotel finance. 


tongs 


heTlockenbury System Incorporated 


Penn-Harris Trust Bldg, Harrisburg,Penna. === 
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Financial Citadel 
(Continued from page 326) 


Securities in smaller amounts may be taken 
by hand from the platform into the passage 
and delivered at the counters on the other 
side of the building. The whole operation 
is conducted on the inside of the building, 
so that the delivery of valuables may be 
effected with the minimum of hazard. 

An idea of the care that is exercised 
throughout may be indicated by the safe- 
guards thrown around the key that winds 
the timelocks on the vaults. This key is 
kept by a single man, but five men follow 
after him, checking up to make sure that 
his duty has been performed. 

The completed structure, with all equip- 
ment, will cost approximately $14,000,000— 
a sum of vast magnitude. The site was 
acquired for $4,797,881, but it contains an 


area of 46,000 feet in the center of the 
Metropolitan financial district. Doubtless 
the completion of the building will serve 
to recall the protests raised in Congress when 
announcement was made that the Federal 
Reserve Bank of New York had projected 
a banking house to cost $18,500,000—which 
was an inclusive estimate for the entire 
building and equipment. As will be ob- 
served, the structure was finished for ap- 
proximately $4,500,000 less than the early 
figures specified. 

The critics of the Reserve Bank in Con- 
gress doubtless overlooked the fact that 
the expenditure for the new building is an 
investment of the bank’s capital and does not 
come out of current earnings or diminish 
the franchise taxes payable to the United 
States Government, except as the Reserve 
Banks are authorized to charge deprecia- 
tion on their premises to current net earn- 
Ings. 


Simple Method 
for Safe Keeping 


(Continued from page 335) 


instructions are given to place the proceeds 
in a cashier’s check. Thus it is a very easy 
matter to make the distribution of the pro- 
ceeds after the coupons are collected at each 
maturity. 

The safe keeping clerk numbers these 
cards and places the name and address of 
the owner on the side opposite that on 
which the signature is taken. Under the 
name and address are the following head- 
ings :— 

Daté—Issue No.—Debit—Credit—Balance. 

A great saving of time is made by giving 
an issue number to each class of bonds, 
which can be used, instead of having to write 
a full description of the bond on every cus- 
tomer’s card. 

Calendar cards are used on which is placed 
at the top the date of maturity of the cou- 
pons. The heading on this card is as fol- 
lows :— 

Issue—Issue No.—Date—Maturity. 

After interest on bonds is collected, each 
customer is notified if his checking or savings 
account has been credited or a cashier’s 
check issued in his favor. 

There are, no doubt, many other sys- 
tems that have their merits for the han- 
dling of safe keeping securities. However, 
actual experience in making an audit of se- 
curities held in the manner described has 
shown that securities so held can be easily 
and satisfactorily audited and any differences 
quickly reconciled. The plan gives a maxi- 
mum of care at a minimum of cost and 
could easily be adopted by a bank of any 
size. 

Another bank which I examine keeps Lib- 
erty Bonds entirely separate from other safe 
keeping securities and uses a rubber stamp 
on the customer’s receipt which recites that: 


“This bank reserves the right to return a bond 
or bonds of the same issue and denomination but 
of a different number or numbers, and with the 
same relative coupons attached or the equivalent 
amount in cash for any coupons due or that may 
become due while this bond or these bonds are 
in the possession of the bank.” 


Liberty Bonds handled in this manner are 
kept like currency, classified according to 
issue and placed in the reserve vault with a 
few bonds available for delivery always kept 
in the teller’s cage. When the interest be- 
comes due on a certain issue the coupons are 
clipped from every bond, collected and cred- 
ited to the customer’s “Interest Account.” 
In auditing these bonds the balances on the 
cards are run by machine while the bonds 
themselves are counted. Few banks care to 
handle Liberty Bonds in this manner but the 
banks that have adopted the system claim 
that they have experienced little or no trouble 
from their customers. 

In making an examination the examiner 
should seal up all safe keeping securities as 
soon as possible after he enters the bank and 
keep them sealed until the department can be 
thoroughly checked. Any necessary with- 
drawals can be made in the meantime by 
breaking the seals and then attaching new 
ones. The rapidity with which the checking 
can be done will, of course, depend upon the 
size of the examiner’s force but the ex- 
amination should be carefully made and all 
differences investigated. 


= 
rr | 
by, 


vw 


November, 1924 


— 


Buying on Blind Faith 


(Continued from page 310) 


foreign speculative buyer can expect to 
profit. 


Stocks Involve Heavier Risks 


UYING German stocks is quite a dif- 

ferent proposition. If more hopeful, 
owing to values behind the stocks, it is more 
complicated, demands much closer individual 
examination, and, as stocks quote relatively 
high, involves much heavier risks. Stocks 
have risen very much since the early sum- 
mer of 1924. The Frankfurter Zeitung’s 
index shows that fifteen leading stocks 
which together cost 362 gold-marks on 
July 11, cost 547 gold-marks on Aug. 29; 
and a new boom is under way. In 1923 
the average prices of stocks, reckoned in 
gold or dollars, rose five fold; but from 
their top point they receded about 63 per 
cent before the summer of 1924. Apart 
therefore from doubts as to the inherent 
value of stocks, the market is highly erratic 
and speculative, so that the foreigners who 
are now buying stand to gain—or to lose— 
large sums. 


No Bases Upon Which to 
Calculate 


HE trouble with German stocks is that 

there are no bases whatever upon which 
to calculate inherent values. There are no 
recent dividends, no reasons to expect or 
not ta expect dividends next year, and 
no reliable balance sheets. The latter lack 
will however shortly be overcome. In De- 
cember, 1923, the Marx Cabinet enacted that 
before a given date, since extended to 
Nov. 30, 1924, all corporations must pub- 
lish gold-mark balance sheets. It is pro- 
vided that in the necessary scaling down of 
the inflated paper-mark capitalizations, no 
share shall have a lower value than 20 gold- 
marks. Pre-war shares were usually 1000 
marks. 

About 230 corporations have so far com- 
plied with this decree; half of them were 
post-war foundations which were started on 
a depreciated-mark basis. Most of the 
others are of minor importance; one misses 
among them the Stinnes, Thyssen and other 
steel and coal concerns, the Siemens com- 
panies, the General Electricity Co., and the 
big shipping, potash and textiles companies. 
Also the leading banks, with one exception, 
have not yet issued their gold-mark 
balances. 

But from those already issued certain 
general conclusions may be drawn as to the 
changes which have taken place in cor- 
poration finance since 1914. During the 
mark-depreciation years nearly all corpora- 
tion largely increased their capital. A few 
did not increase at all, a few increased by 
50 or 100 per cent, and many increased by 
1000 per cent or more. The last paper- 
mark balance sheets, compiled for Dec. 31, 
1923, expressed this capital and all other 
liabilities and assets in enormously swollen 
totals. The new gold-mark balance sheets 
show vast reductions in these totals. But 
they also differ markedly from the pre-war 
balance sheets. Buildings, land and me- 
chanical equipment are sometimes valued at 
above pre-war levels, sometimes below. 


Bank and cash holdings, also claims upon 
debtors, having shrunken in gold valué 
during the depreciation years, are usually 
much smaller than before the war. The 
valuation of stocks held in other (often 
controlled) corporations is also put low. In 
reality the value may have risen, but as 
it is unknown, owing to the fact that the 
controlled corporation has probably not yet 
issued its own gold-mark balance sheet, the 
total is cautiously put low. 


Liabilities Show Greatest 
Changes 


O much for assets. It is on the _lia- 

bilities side that the new balance-sheets 
show the greatest changes. Indebtedness 
has shrunken to a fraction. In 1913 the 
position of corporations as regards ratio of 
capital to long-term debts was: 


Million Marks 
19,954 
3,871 
1,766 


Debts therefore were about 26 per cent 
of capital. Part of the bonds and mortgages 
were paid off, at trifling cost, in the first 
depreciation years, and of what remained 
only 15 per cent of the original gold-value 
is now recognized as a debt by law. Thirty 
typical gold-mark balance sheets show that 
on an average present long-term debts are 
only 11 per cent of the pre-war. This does 
not include the new, not yet apportioned, 
burden for Reparations bonds. Short-term 
debts have also shrunken enormously, owing 
to the general inability to give credit. 

The practical disappearance of debts has 
had the effect upon capital which might have 
been expected. Although the paper-mark 
inflation capital is scaled down heavily— 
most often to one-tenth—in the new gold- 
mark balance sheets, yet the new gold capital 
is in most cases fixed at a higher sum than 
before the war. Sometimes it is twice or 
three times as high. The open question is 
whether the corporations will be able to 
pay anything like pre-war dividends upon 
this increased capital. The Bourse assumes 
that they will not. It values the new gold- 
mark shares much below the average pre- 
war quotations. In 1914 most industrials 
quoted above par, often above 200. The 
new Bourse valuation, which can be cal- 
culated by taking the present paper-mark 
quotations and the ratio of scaling down, is 
hardly ever over 100, and is in most cases 
under 60. Many of the new gold-mark 
shares are valued still lower. 

Of leading banks the Berliner Handels- 
gesellschaft is the only one that has so far 
issued its gold-mark balance sheet. Alone 
among banks it did not increase its capital 
in the inflation period. Yet it has dealt 
with itself drastically. It has scaled down 
its pre-war capital of 122,000,000 gold-marks 
to 22,000,000 gold-marks. This has been 
made necessary by the dwindling through 
depreciation of its own liquid capital. 

Even after all corporations have issued 
gold-mark balance sheets, the real values of 
their stocks will be difficult to judge. It 
will become known only in 1925 when the 
first annual earnings in a stable currency 
are divulged. Buying German stocks is 
therefore a highly speculative undertaking. 
Germans themselves admit that—even Ger- 
man experts admit it. 
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For Every Figure 
Job in Every Bank 


awthere is a Burroughs 
machine which 
will do the work 
more efficiently 
with speed, accuracy 
and economy of 
time and effort. 


Burroughs 


ADDING - BOOKKEEPING - BILLING-CALCULATING MACHINES 


DETROIT, MICHIGAN 


NEWSPAPER PROPERTIES 


Valuation appraised. Assistance rendered in 
making economies which decrease expense, and 
efficiencies which increase revenue and profits, 
Twenty-one years practical experience with 
leading newspapers of America. A carefully 
trained staff. If desired work can be car- 
ried on confidentially. 


W. G. BRYAN 
Counsel on Newspapers, 
25 West 43d Street 
New York City 


Your bank deserves 


fixtures and cabinet 
work done in the spirit 
of fine furniture. That 
is the work we do. 


Construction 
Finishing 
Installation 


Bank and Store 
Fixture Division 


MAAS-NEIMEYER 


LUMBER COMPANY 
Indianapolis, U.S. A. 
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“Transit Number” 


Machine 
for use in 
wees aoe further details regarding this New Bank 
Transit number model for use in banks only to 


Banks only. 


Your “Transit Number” written on each of your checks, to protect you. 
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Inspection of Banks in Canada | Sit on This for a Day! 


By HENRY T. ROSS 


Secretary, Canadian Bankers Association 


NDER the Canadian Bank Act, the 
| charters of the banks expire at 

the end of a ten-year period. 
There have been successive legislative ex- 
tensions of these charters ever since char- 
ters were granted—in some instances more 
than 100 years ago. In the parliamentary 
year preceding the expiration of the char- 
ters, the Banking and Commerce Committee 
of both the House of Commons and the 
Senate carefully review the existing legisla- 
tion, making amendments where experience 
has shown that amendment is desirable, and 
by the same legislation renewing the char- 
ters. 

The last decennial revision took place in 
the early part of 1923, and several remedial 
features were added for the purpose of 
making the returns, to be made monthly 
by each bank to the government, a more ac- 
curate reflection of’ the bank’s true position. 
These returns are published by the govern- 
ment in the official gazette. 

Before the new provisions became opera- 
tive, the failure of The Home Bank of Can- 
ada occurred. This was one of the smallest 
of the Canadian banks, with deposits of 
approximately fifteen million dollars. The 
institution’ had originally been a loan and 
mortgage company, but about twenty years 
ago the loan company was converted into a 
chartered bank. The revelations after the 
failure showed that the institution had been 
grossly mismanaged, that the funds of the 
bank had been employed in promoting half 
a dozen or more hazardous speculations, in 
which the small group of men responsible 
for the management of the institution were 
directly or indirectly interested, and that the 
bank had been insolvent for years. This 
state of things was at absolute variance with 
the published statements above referred to. 

As a consequence a demand at once arose 
in the press and among the depositors, who 
were likely to lose by the failure, for some 
form of direct inspection of banks by an 
official appointed by the government. There 
was much to justify the conclusion that if 
there had been any adequate form of in- 
spection by a properly qualified official, false 


and misleading statements as to the true 
position of the bank would or could not 
have been published, and that the bank would 
not have continued to receive deposits while 
in an insolvent condition. 

It is true there was already in The Bank 
Act a provision under which the Minister of 
Finance could, of his own motion, cause an 
inspection of a bank’s affairs to be made by 
an auditor selected by the Minister, but in 
practice such inspection was rarely, if ever, 
made, particularly as successive Ministers 
feared that if an inspection were attempted 
under the provision, the knowledge that this 
was being done might and probably would 
lead to the inference by the public (which 
inference might be totally incorrect) that the 
institution was unsound, with disastrous con- 
sequences to the institution itself. 

So strong, however, was the public agi- 
tation growing out of The Home Bank 
failure that when Parliament assembled in 
March, 1924, the government (notwithstand- 
ing the tradition that banking legislation 
would only be undertaken at the end of 
each decennial period) asked the Banking 
and Commerce Committee to make recom- 
mendations for amending The Bank Act 
which would prevent, if possible, the recur- 
rence of a like disaster. 

The outcome of the committee’s delibera- 
tion was the recommendation that an 
inspector-general of banks be appointed by 
the government, who, with the assistance of 
such a staff as might be requisite, would at 
least once in each calendar year make such 
examination and inquiry into the affairs of 
each bank as he might deem necessary or 
expedient, for the purpose of satisfying him- 
self that the provisions of The Bank Act, 
having reference to the safety of the cred- 
itors and shareholders of each bank, were 
being observed, and that the bank was in 
a sound financial condition. The recom- 
mendation in due course received parlia- 
mentary sanction, and by its terms came 
into effect on the first of October of this 
year. The appointment of the Inspector- 
General at the date of writing has not been 


made, but the expectation is that a banking 
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officer of wide experience will be forthwith 
appointed to the post. 

Through the courtesy of the Hon. Andrew 
W. Mellon, Secretary of the Treasury, the 
Banking and Commerce Committee had the 
advantage of having John W. Pole, Chief 
National Bank Examiner of the United 
States, appear before it and explain the 
operation of inspection of national banks 
in the United States. This Mr. Pole did in 
a thorough and lucid manner, to the com- 
plete satisfaction of the members of the 
committee. 


Coolidge on Gold 


T is true that at the moment our enormous 

holdings of gold seem calculated to de- 
press production, but it must be remembered 
that gold knows no country. As soon as 
the gold standard is again generally in op- 
eration, our stocks will be drawn upon to 
meet the needs of other countries. With 
the resumption of expansion of industry and 
trade throughout the world in the next few 
years, we will be able to absorb a much 
larger production of both gold and silver 
than is now demanded. 

In the long run the maintenance of a 
steady output of the two monetary metals 
is certain to be highly important to the 
country. Just as in the past our position as 
a great primary producer of these metals 
powerfully reinforced our monetary posi- 
tion, so in a not distant future our capacity 
to resume such production will help support 
our monetary structure—President Coolidge. 
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